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This is the first annual report of Basic Resources 
International Limited since our public stock offer- 
ing. Your directors are pleased to welcome the new 
shareholders who have joined the company re- 
cently as a result of this offering. Your company has 
undergone rapid expansion since its organization in 
1968. The directors feel that apart from reporting 
on the company’s current status, they should review 
briefly its history, for the benefit of new share- 
holders. 


Also included in this report are financial state- 
ments for the 12 months ended June 30, 1970. 


HISTORY 


In 1966 a Guatemalan company, Recursos del 
Norte Limitada, was organized to explore the geo- 
logical theory that the salt basin containing the 
prolific salt domes in the Gulf State Region in 
Mexico extended into the Peten Basin in Guate- 
mala. Concessions were obtained from the Govern- 
ment of Guatemala to explore for sulphur on 
approximately 342 million acres. These concessions 
are within 220 miles of the principal Mexican sul- 
phur deposits and the Mexican sulphur reserve. 


Recursos del Norte Limitada built approximately 
500 kilometers of access roads, an airstrip, con- 
structed a barge and tugboat for river navigation 
to the concessions, established a base camp for its 
employees and a radio communications network. 


As a result of a large scale exploration program 
(and since this was the only such program in Guate- 
mala at the time), the company was offered many 
opportunities by local geologists to participate in 
their discoveries. As is normal in a ‘grass roots’’ 
exploration program, a number of these after inves- 
tigation did not appear to be economical, but three 
prospects (copper, nickel and petroleum) proved 
to have considerable value. A second Guatemalan 
company, Transmetales Limitada, with the same 
beneficial ownership, was formed to carry out ex- 
ploration work on the mineral concessions. 


When the potential of these properties began to 
reveal itself to management, Basic Resources Inter- 


national Limited was formed in June of 1968 and 
the two Guatemalan companies, Recursos del Norte 
Limitada and Transmetales Limitada, became its 
wholly-owned subsidiaries. 


The total cost of exploration work carried out on 
these concessions to date is in excess of $6 million. 


EXPLORATION 


There are five separate divisions in the company, 
each with its own exploration program and objec- 
tive. 


Sulphur 


The company performed gravity surveys and sur- 
face geology over approximately one million acres 
and detected a cluster of what our geologists inter- 
preted to be salt domes. The most promising ano- 
maly was also coincident with a prominent surface 
structure ellipsoidal in shape, approximately two 
miles in length and one mile in width, rising up 
from the surrounding terrain approximately 400 
feet. This structure was named the Tortugas Dome. 
The company drilled three shallow holes on the 
flank of this dome. It was necessary to abandon 
each of these holes due to the strong live oil shows, 
since the wells were being drilled with normal min- 
ing rigs not equipped for petroleum exploration. 
In one hole there was a considerable showing of 
sulphur although non-commercial in grade. 


Heavy duty vehicles used for transportation in 
petroleum exploration. 


Your company then entered into a joint venture 
agreement with the Monsanto Company for further 
exploration and development of this property. In 
order to earn a 50% interest in one of the com- 
pany’s three sulphur concessions, Monsanto paid 
$350,000 and performed an additional $650,000 in 
exploration work at their sole expense. As results of 
this program were encouraging, Monsanto and 
your company spent an additional $1.2 million on 
further exploration of these properties sharing the 
cost on a 50-50 basis. The work continued to be 
handicapped by the presence of strong live’ oil 
shows, to be referred to more fully in the pet- 
roleum section. 

The overall results of the program were: 


(a) The existence of a large salt basin and a cluster 
of piercement type salt domes was proven. 


(b) It was discovered that the salt domes have por- 
ous limestone caprock. 


(c) The caprock was found to contain sulphur in 
grades that would be suitable for a commercial 
Frasch operation. 


(d) Insufficient work has been performed to reach 
any conclusion as to quantity or the commercial 
value although it is encouraging in a technical 
sense. 


Of the approximately 30,000,000 tons of sulphur 
produced in the free world each year, only one- 
third is Frasch sulphur and this is showing a decline 
each year due to the steady depletion of known 
resources, although Frasch sulphur has historically 
been the lowest-cost sulphur production in the 
world. Therefore, it was the company’s opinion 
that, assuming commercial quantities of sulphur 
could be developed, such a project would be 
commercially viable at prices that would be un- 
profitable for most of the sulphur producers in the 
world. 

At the present time, sulphur prices are depressed. 
Long range projections by the British Sulphur In- 
stitute indicate a return to stability in prices in two 


Cooks preparing tortillas at Oxec camp. 


to three years. This is approximately the lead time 
required to bring a new plant into production. How- 
ever, in view of the current crisis, the necessity to 
budget our exploration efforts and the favorable 
development in the search for petroleum and 
copper, the company shifted the emphasis to these 
products. In the meantime, all geological informa- 
tion obtained in the petroleum exploration is of 
considerable value in the search for sulphur. 


Petroleum 


In the sulphur exploration program directed by 
Monsanto, five wells were drilled on the flank of 
the Tortugas Dome. These wells all had strong live 
oil shows; one well blew out. Fortunately, one of 
Monsanto’s petroleum engineers was available to 
bring the well under control. During the process of 
trying to control the well, Monsanto attempted to 
obtain some measurement of the flow. The well 
was flowing 140 barrels per day through the stem, 
approximately 100 barrels per day around the casing 
and an undetermined amount was escaping through 
a crevice to two small streams adjacent to the well. 
Since this flow occurred despite all efforts of Mon- 
santo to stop it, and since the blowout had occur- 
red after only a few inches of penetration into the 
producing formation, the company’s engineers pro- 
jected that the well would have produced in excess 


of 500 barrels per day of oil having approximately 
32 gravity. 

When the potential of this area for the produc- 
tion of oil became apparent, the company, as per- 
mitted by the Petroleum Code, financed a Guate- 
malan citizen in a public bidding conducted by the 
Government for petroleum concessions in the gen- 
eral area of our prior geological work. The formal 
papers for the award of the petroleum concession 
were being processed at the time of the blowout. 
The processing of the application continued and a 
formal petroleum concession covering 932,677 
acres was awarded on March 10, 1970. 


Monsanto, of course, had become knowledge- 
able as to the potential of this property through the 
joint venture on sulphur. On May 7, 1970, the com- 
pany executed an agreement with Monsanto cov- 
ering a farmout on 274,000 acres of the concession. 
In exchange for an equal interest with our company, 
Monsanto must drill five wells to test a projected 
shallow zone (4,000 feet), perform a seismic survey 
to determine the precise location of the structures, 
(and assuming closure) drill a well to test the pro- 
jected deep zone (9,000 feet), plus whatever addi- 
tional drilling is required to prove a recoverable 
petroleum reserve of at least 50 million barrels. The 
above work, now in progress, is to be performed 
entirely at the expense of Monsanto. 


Copper 

A small outcropping of chalcopyrite was discov- 
ered on the Oxec copper concession in 1967. The 
concession was held by a local Guatemalan group 
which asked your company to assist in its explora- 
tion and development program. The company 
drove several adits adjacent to the outcropping. 
Two of these (one of 50 feet and one of 80 feet) 
average 1.7% copper. The concession was subse- 
quently transferred to Transmetales Limitada, your 
company’s wholly-owned subsidiary, which agreed 
to carry out additional exploration and to pay the 
original concession holders a royalty of 4.4% of the 
value of the mineral at the mine shaft, before pro- 
cessing. 


Canadian and U.S. consulting engineers were en- 
gaged to define the program for exploration. The 
surface geology and geochemical survey was per- 
formed by J. R. Mowat & Associates, of Ottawa. The 
geophysical induced polarization survey was car- 
ried out by Seigel Associates. This work detected 
three large mineralized zones (anomalies) and there 
was excellent correlation between the mineralized 
anomalies detected by the induced polarization sur- 
vey and the geochemical anomalies which showed 
high copper values. Subsequent drilling in one of 
the zones proved the existence of a high grade cop- 
per deposit. 

Drilling to prove up the copper deposit was de- 
veloping ore at the rate of approximately 350,000 
tons per month. When it became apparent that the 
company had in the order of 1.5 million tons of ore 
in sight, the program was discontinued — with the 
expectation that a medium-sized beneficiation plant 
would be installed. A letter of intent was entered 
into with Sumitomo Metal Mining Co., of Japan, in 
which Sumitomo undertook to purchase the con- 
centrates of a 1,000 tons-per-day mill for a period 
of seven years and to pay in advance for the equiva- 
lent of one year’s production — 30,000 tons of con- 
centrate. The prepayment would be repaid to 
Sumitomo over a period of five years after start of 
production at 812% interest. This amount was esti- 
mated by the company to be sufficient for the 
construction of the mine and mill. The letter of 
intent provided that Sumitomo could inspect the 
property to confirm the representations made by 
the company. 


Sumitomo spent approximately six weeks in 
Guatemala during the summer of 1970 in a detailed 
investigation of the property. As a result of this in- 
vestigation, a new letter of intent was signed with 
Sumitomo on September 5, 1970. In it, Sumitomo 
confirmed that the ore reserves were 1,330,000 tons 
of 2.584% copper. (This would provide an ore feed 
after dilution of approximately 1/2 million tons.) 


Sumitomo also stated that their geologists were 
of the opinion that they had discovered a new ore 


zone approximately 1,500 feet to the northwest. The 
original ore zone was open at both ends and only a 
small percentage of the mineralized anomalies had 
been explored. It was the opinion of Sumitomo that 
considerable additional and larger ore reserves 
would be developed by a continued exploration 
program. Therefore, Sumitomo suggested that the 
drilling program be started again in the expectation 
that a larger size mill could be justified. The letter of 
intent with Sumitomo covers the prepayment by 
Sumitomo for the equivalent of a year’s production 
of whatever size plant is shown to be justified by the 
renewed exploration program. Under this agree- 
ment, Sumitomo would receive 25% of the profit 
from the Oxec copper property after the first five 
years of operation. 


Qualified independent engineering consultants in 
Canada were engaged to survey our property. The 
capital and operating cost of a 1,000 tons-per-day 
benefication plant was estimated by Kilborn En- 
gineering. The capital and operating cost of the 
underground mining is estimated at $2.40 a ton 
compared to approximately $6.00 a ton for an aver- 
age Canadian mine. The beneficiation of the ore is 
estimated at $1.80 a ton and overhead costs at 
$0.85 a ton. 


This copper property is considered by manage- 
ment to be unusually valuable because: 


(a) The copper ore is in veins ranging from 20 to 
100 feet in thickness and is readily amenable to 
flotation to produce a high grade copper con- 
centrate with good recovery. Operating costs 
are low. 


(b) Climatic conditions are ideal. Maximum tem- 
perature ranges are from 60° to 82°F. There is no 
need for large heated buildings to house the 
concentrator as in Canada or U.S. 


(c) The mine is located approximately twenty miles 
from a good road and a navigable river. At a 
cost of less than $1 per ton of ore, the concen- 
trate can be delivered from the mine to an Atlan- 
tic seaport, loaded on board vessel. 


Exploration drilling for petroleum on the 
Tortugas structure. 


(d) The royalties are low. 


(e) The income tax laws are designed to provide in- 
centives for the establishment of processing in- 
dustries, including beneficiation of ore. 


A detailed study by your company, using operat- 
ing costs projected by Kilborn Engineering for the 
beneficiation plant, and by Ditchburn Riddell Har- 
vey for the underground mining, has shown that a 
1,000 tons-per-day plant costing less than $6 mil- 
lion would have the following cash flow before 
debt or interest payments: 


Price of Copper Annual Cash Flow 


60¢ U.S. $5,400,000 
50¢ U.S. 4,200,000 
38¢ USS. 2,400,000 


Nickel: 


The company’s nickel concession covers approx- 
imately 249 square miles. This concession lies_im- 
mediately to the west of the concession of The 
International Nickel Company of Canada. INCO has 
announced a proposed investment in excess of $200 
million of which over $20 million has been spent 
to date. 


Through surface geology, the company has locat- 
ed a wide belt of lateritic nickel mineralization. 
Random portions of the belt were explored by the 
sinking of test pits to a depth of between 50 and 
100 feet on a 200 meter grid. The initial test work 
developed in the order of 10 million tons of lateritic 
nickel ore in the small portion of the area tested 
and there were indications of a much greater ton- 
nage. Nippon Mining Company (the largest mining 
organization in Japan) investigated our nickel prop- 
erty in June and July, 1970. During this investi- 
gation, continuous check samples were taken in five 
of the company’s test pits selected at random. The 
assays obtained by Nippon Mining, which showed 
a combined value for nickel and cobalt, ranged 
from 20% to 30% higher than the preliminary 
assays of nickel obtained originally by the company. 


Subsequently, Nippon Mining personnel return- 
ed to Guatemala to resample some 80 test pits. 
Assays on these pits may be expected within thirty 
to forty-five days. If this retesting confirms the initial 
work of Nippon Mining, a new program will be in- 
stituted immediately in the attempt to prove up in 
the order of 50 million tons of ore which should 
justify the installation of a refinery. 


For the purpose of this preliminary work, we have 
defined as ore nickel mineralization of 1% and 
higher. The assays ranged from 0.7% to 2.25% 
nickel. Mineralization less than 1% is not included 
in our calculations although it would probably be 
used for blending in any commercial operation. 
The mineralization occurs in deposits which appear 
to be approximately one-half mile in width and two 
or more miles in length. Overburden varies from 5 


to 30 feet and the thickness of the deposit is gener- 
ally in the neighborhood of 50 feet. 


Petrotech, Inc. 


On September 14, 1970, your company acquired 
a 50% interest in Petrotech, a private company do- 
ing business principally in Michigan and Ontario. 
Petrotech is an oil and gas exploration company 
which also provides consulting petroleum engin- 
eering and geological services. Petrotech has a total 
of approximately 36,000 acres of oil and gas leases 
in Michigan of which about 27,000 acres are in the 
northern counties which comprise Michigan’s new 
discovery area. It also owns a 11.68% interest in the 
Leonard Gas Fields and a 5% interest in the Tiger 
Oil Field, both in Michigan. 


This company negotiated an agreement with the 
Union Gas Company of Canada Ltd., for a new five 
well wildcat drilling program which started October 
1, 1970. Petrotech will maintain a one-eighth car- 
ried working interest (12%2%) to production on 
each of the drilling prospects on a cost free basis. 


The second well in this wildcat program resulted 
in a discovery of a 20-foot thick gas and oil pay 
section at a depth of 2,116 feet. The well is still 
under test. 

It is anticipated that additional development 
wells will be drilled on this same discovery struc- 
ture. 


POLITICAL STABILITY IN GUATEMALA 


With the exception of Petrotech, Inc., the com- 
pany’s principal assets are located in Guatemala. 
This country has been little known to Canadian 
investors. Your management. has conducted exten- 
sive surveys regarding the political stability in 
Guatemala and carried out interviews with the 
local managers of the Bank of America, the Bank 
of London and Montreal, and the U.S. Ambassador 
to Guatemala. The following summarizes our find- 
ings in this regard. 

The government was installed in free democratic 
elections in which the three major parties partici- 
pated. The country as a whole is strongly in favor 


Discovery adit on Oxec copper property. 


of the free enterprise system and encourages the 
development of its natural resources by foreign 
companies. There is no history of any form of 
expropriation. 

In a recent vote in Congress the program of the 
Minister of Economy of encouraging foreign in- 
vestors to develop natural resources, in particular 
the INCO development, won approval by a vote 
of 38-to-3. 

In recent years there has been in the order of 
$250 million in new investment in Guatemala by 
sophisticated foreign investors such as Monsanto, 
Minnesota Mining, Texaco, General Tire and Rubber 
Company, Weyerhaeuser Company, Eli Lilly and 
Company. Corporations with substantial invest- 
ments in Guatemala, such as Texaco, Shell, Mon- 
santo, Standard of California, are accelerating their 
programs as a result of the favorable investment 
climate. 


Recently, Texaco, Esso,Tenneco, Superior Oil and 
Mobil Oil have obtained petroleum concessions in 
Guatemala. 


tn summary, your management feels that a 
healthy investment climate exists in Guatemala. The 
economy and the currency are stable; the currency 


has been at par with the U.S. dollar for more than 
45 years. There is a plentiful supply of labour at 
low cost. We found an excellent supply of well- 
educated and well-trained administrative and tech- 
nical personnel in Guatemala. Your company has a 
favored position in the country because of its suc- 
cessful development programs and has received 
maximum encouragement from the authorities. Our 
conclusion is that the government is stable, honest 
and dedicated to the orderly development of its 
country. 


CURRENT DEVELOPMENTS 


Your management believes that the rapid expan- 
sion of your company’s activities, experienced over 
the past two years, will continue. We now have the 
Oxec copper property ready for exploitation. The 
underground work on the mine started in Novem- 
ber, 1970. Drilling has been resumed at the pro- 
perty and we would expect to evaluate the results 
and determine the size of the plant in the second 
quarter of 1971. The decision on the size of the 
plant can be deferred three to six months without 
interfering with the scheduled start-up date at the 
end of 1972. 


Approximately one-third of the oil concession 
under contract to your company has been farmed 
out to Monsanto. Negotiations are currently under 
way regarding the farmout of the remaining oil pro- 
perties to other major corporations. 


On behalf of the directors | wish to express ap- 
preciation to all our employees in Guatemala for 
their contributions to the progress of the company. 
We are confident that the exploration efforts of 
ourselves and our U.S. and Japanese associates will 
soon result in successful production. 


On behalf of ¢ board, 


November 28, 1970 hn D. Park, Presidé 
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To the Shareholders of: 
BASIC RESOURCES INTERNATIONAL LIMITED: 


We have examined the consolidated balance sheet of Basic Resources International Limited - 
(an Ontario corporation and formerly named Guatemala Sulphur and Resources Corporation 
Limited) and subsidiaries as of June 30, 1970 and the consolidated statement of source and use 
of funds from June 25, 1968 (date of incorporation) to June 30, 1970. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


As set forth in Note 2, the Company and its subsidiaries have incurred exploration costs in 
the amount of $4,566,042 (including investment in and advances to Explom, Limitada) and the 


recovery of these costs is dependent upon the future commercial productivity of the concessions 
held. 


In our opinion, subject to the recovery of the costs referred to in the preceding paragraph, 
the aforementioned financial statements present fairly the financial position of Basic Resources 
International Limited and its subsidiaries as of June 30, 1970 and the source and use of funds for 
_ the period then ended, in accordance with generally accepted accounting principles. 


October 31, 1970 

[except for subsequent events referred to in 

Notes 7(d), 7(f), and 7(g)] ARTHUR ANDERSEN & CO. 
Toronto, Ontario Chartered Accountants 


BASIC RESOURCES INTERNATIONAL LIMITED 
AND SUBSIDIARIES 


BONSOGAGED DalaNGE SNEEG as of June 30,1970 


(Stated in U.S. Dollars) 


ASSETS 


Current Assets: 


Cash and working fUnGSars. oy o<- ents Mewes al ete ee in chee ee eee $ 6,591 
Accounts receivable — 

Advances: toiemployees na fo « Saeintcccnsts one cde MR a a cuir dee ees 185 

Other: icc. SASS. ws FRR ee ee ee eee 4,033 

Total:current assets’): 5% ee en ee es ee ee $ 10,809 

Office and Sundry Equipment, atcost a meri. oer ee net ret een ee eee $ 48,860 

Less: Accumulated’ depreciationedcsamemeas < trans aco tun eae ena eee 8,908 

$ 39,952 

Laid AtiCOSt, ous Ssacanexariecteive seu inlet skye tant he ea oe te en a ie fee ee ae $ 3,000 

Investment in Azufres Verapaz Limitada, at cost (Note 2) ........ 0... cece ee eee eee $ 1,000 

Investment in and advances to Explom, Limitada, at cost (Note 2) ................ $ §©58,023 


Unrecovered Exploration Costs (Note 2): 


Direct companvyeoperation scy cee <saesce, ees oa oan a inte ei, oe $3,925,035 
Joinitvepture contribution 2.ceso ye hee ee re ee ee 582,984 
$4,508,019 
$4,620,803 

Note: 


Since June 30, 1970, the Company has completed a public offering of 160,711 common shares 
at $4.00 (Cdn.) per share and $1,743,052 (Cdn.) of shareholders’ and associated companies’ 
advances and notes payable were converted into common shares at the rate of $4.00 (Cdn.) 
per share. This information, more fully explained in Note 7, and the accompanying Notes to 
Consolidated Financial Statements are an integral part of this balance sheet. 


LIABILITIES 


Current Liabilities: 


BARROS AN ectceavs, x wihteine fre al arias avalon aks Ricwls wea aes Deraia th TORO o hee pee $ 23,455 
Notes payable — 
nS PTR SUG: fe (hac ep ae 2 thee eel et Mie age Sen Pt aoe crore Sct rae ae 1,104,343 
OF 1 C2 PRIA EP cn SI RRC 2 Siac 5. ath a a 78,181 
Accounts payable and accrued liabilities — . 
SESE EN Pe SR RR eg Sab RAMEE RUSS IESCEIRE thre OY tL tS AA A Ny A 125,657 
EC TO MOWIE AVE CUS ep: tithes cau meadat «So eallaksbnnh sinlsaabeMarors fies \ajnssiw nia 8 5. 41,580 
CVE igh atic. re atv tee Acne et ei 6 RE Pe ieee als reed agaovia 564,196 
Fotakourrent liabilities: 210050 3 chat cas eee es rene. OP ees Pt $1,937,412 
Deferred Liabilities: 
Shareholder’s and associated companies’ advances (Note 3 (a)) ...........05- $ 668,338 
PETRA ANCES ANOLEsS sO institu ede teachin 8 Slaetecuabaen de coat OR ae OR ee 295,000 
RIN ang es ASI Wh a SI a RIE iste al ou paler io wig sie aoe 36,523 
$ 999,861 
Weer hegeeregieNote:4) haan | Red... eee et ee Paat es $ 575,000 
SEAN CON OLOEK (INOLC DB} cob cask usin dad Sick misty code ev a Sele OIRO EAS Aer I, BASE. $ 433,530 
Cans nusedk Sunalus, (NOEEA ina canes scene ehade WE n'o, +> koneae ea esemn a aetna iateaokeanpwiee? rd $ 675,000 
Contingencies (Note 6) 
$4,620,803 
Approved on behalf of the Board: 
JOHN D. PARK KENNETH G. MURTON 


Director Director 


BASIC RESOURCES INTERNATIONAL LIMITED 
AND SUBSIDIARIES 


BONSalidabed Shabement of Source and Use of Funds 


For the Period from June 25, 1968 
(Date of Incorporation) to June 30, 1970 
(Stated in U.S. Dollars) 


Source of Funds: 


Sale of capital StOCk :... occ 50% 39 aac we altars ees ae ee aes eee Tae ea hes ee $ 403,180 
Baik Oar coe ci cuss 5 Gace alla ol areas ok Tad eae CE oe Soe 100,000 
Shareholdersandiassociated Gompamlesievse. se ert kre a cate ener esa crete en ee 1,768,517 
Monsanto: subsidiaries. (Note:4) i.cciecm ons. ace aati ci cretererie eis eee tlc oenc te enc aie Ice ae 1,250,000 
UnitedsFruit' Gompanya(Note 3(b)ac aesecns ones cue coro ershe teen toca weet ere Rear eee ee ee 295,000 
LOTINY=) Cue MCAL 5 ana IEMA aa eR A ee aa Me Sate Rn Sau ENe A naar SAG co ula'p o-d «4h nie A 278,181 

$4,094,878 


Use of Funds: 
Repayment of: 


Bank loans a sain eb atch a Bh PS Tae tata ee IE GET en ore $ 100,000 
Advances frome Othe nse med eccccro perce oak eect Sik ed I SL Ne 200,000 
Investment, Azutres: Verapazalimitadagsaa. cies eee ci ee eon erate en eee 1,000 
Advances: tovExplomi, limitadartaccccens crac Ge ni sce eect kere Tens ee eee Cre 19,500 
Land, office-and sundry equipment; N@t ¢ ov. 2 eae ae senna eee see ee eee 51,860 
ACCOUNTS: FECEIVAD] Ohare pacdccica CAA eves MEAD eae UR SRE Sue Ree Recoet et on av a Oc 4,218 
Unrecovered exploration costs. 3. fo ..28 sain eis oe ek see eee eee 3,735,164 
$4,111,742 


Bank-overdratt,. NOt c's o-cdtes op heathens cohol etrigcitauts Mearns eA renete Ce MRSA eR Itech ert eaT eee ee $ 16,864 


NOGES GO EONSHMAGEO FinaNGial ShabeMenbs 


1. Basis of Consolidation and Related Information: 


The accompanying consolidated financial statements 
include the accounts of Basic Resources International 
Limited (“Company”) and the accounts of its subsidiary 
companies, including transactions prior to acquisition. 
All subsidiary companies are effectively wholly owned 
by the Company as follows: 


(a) Parghi Mining Corporation Limited (‘‘Parghi”) 
The Company owns all of the issued and outstanding 
stock of Parghi. 

(b) Transmetales Limitada (‘‘Transmetales’’) 
The Company owns 10% and Parghi owns 90% of 
the capital of Transmetales. 

(c) Recursos del Norte Limitada (‘Recursos’) 
The Company owns 50% and Parghi owns 50% of 
the capital of Recursos. 

The accounts of the Company and Parghi are main- 
tained in U.S. dollars. The accounts of Transmetales and 
Recursos are maintained in Guatemalan currency (Quet- 
zal). The Quetzal has been at par with the U.S. dollar 
since 1924. Excepting certain financial and administrative 
functions, the principal activities of the Company are 
carried on in the Republic of Guatemala through Trans- 
metales and Recursos. Accordingly, the Company has 
adopted the practice of stating its consolidated financial 
statements in U.S. currency. 

Comparative figures as of June 30, 1969 are not in- 
cluded as the Company did not prepare consolidated 
financial statements as-of that date. 


2. Unrecovered Exploration Costs: 


The Company and its subsidiaries are deferring all 
costs, including financing, administrative, organizational 
and promotional expenses. 

The companies are presently allocating their expendi- 
tures by concession, where applicable, although a com- 
plete allocation of expenditures incurred will not be 
made until the commercial productivity of each conces- 
sion can be determined. 

The Company and its subsidiaries are the holders or 
beneficial holders of the mineral concessions known as 
Azufres de El Petén, El Tigre, Oxec, Marichaj, and Trans- 
vaal. The concession known as Azufres de Guatemala is 
owned by Azufres Verapaz Limitada, which is owned 
jointly by the Company and a subsidiary of the Mon- 
santo Company (further referred to in Note 4). Under a 
contract dated February 21, 1970, the Company and its 
subsidiaries obtained the rights to explore and exploit six 


petroleum concessions, taking all production in return 
for a royalty of 2%. 

In addition to the foregoing concessions, the Company 
has an interest in other concessions through its 50% 
investment in and_advances to Explom, Limitada. 

Unrecovered exploration costs are summarized by the 
Company as follows: ‘ 


ISSA) creer Misra cise hoe tie, oetne tec take wales $ 26,369 
Bade elbstsigs eipre arcs teen arse Cine eta tleraeee ae 72,166 
Camp construction and operations ......... 320,426 
Gonstiltingisenvicestats. sams ae ties cote. ors le 464,509 
DPT Ae se eit taWe. cer rere ae: led. dn ae 550,994 
Exploration machinery and equipment ...... 150,733 
Financaleandhinteresteiasn orto ac we pee ele coe 214,042 
InSUTANGE TONGS JeLCire via. Aattere. tdle etter dee 29,000 
LegalanGxaudites sxtenccrnnonete cde es, carrie ae 290,977 
Licenses, fees, taxes, permits ..............- 141,759 
OngamlZavenmexPense meres. -larere avers ctstoni de) ses Ny392 
Promotionalexpenselt ae wace cs eines niet ene 68,656 
Rentals (buildings, equipment, machinery) ... 97,437 
Mcansportationvandstravel) tc cece Sxictein v cibiers 375,058 
Wapescamdlsalagiesired 22 eicp cats ocri/atvieto ous eye sv eys 944,328 
Othe pe vonarce vetoed eva ete enced aia Sy Gu sneetatels 167,189 
Direct Company operations ............. $3,925,035 
Contributions to joint venture ........... 582,984 
MO WAL ncreroen ste Wee de cteets wete sees $4,508,019 


3. Deferred Liabilities: 
Deferred liabilities include the following items: 


(a) Loans from shareholders and associated companies 
(all of whom were former partners in Recursos and 
Transmetales) include interest at 7% per annum. 
These loans (together with interest at 7% per annum 
to July 31, 1970) were converted into common shares 
of the Company on September 14, 1970. 


(b) Other advances are repayable out of 50% of future 
proceeds received by the companies from certain 
named concessions owned, or in the process of being 
acquired, at December 13, 1968. These advances have 
no repayment dates and are not repayable if no pro- 
ceeds are received from these concessions. 


4. Participation by Others: 

The Company has entered into two agreements with 
subsidiaries of the Monsanto Company Monsanto”) 
which permits Monsanto to participate in the exploration 
activities on certain of the companies’ concessions. The 
effect of these agreements has been or will be reflected 
in the Company’s consolidated financial statements as 
follows: 


(a) Under the agreement dated March 25, 1969, Mon- 


santo agreed to and has advanced sums aggregating 
$1,150,000 to the Company for exploration purposes. 
By the terms of this agreement, 50% of such ad- 
vances are not recoverable by Monsanto and accord- 
ingly $575,000 of the aforementioned advances was 
credited to contributed surplus, pending allocation of 
expenditures as referred to in Note 2. The balance of 
$575,000 will be recoverable by Monsanto out of the 
Company’s initial share of profits, if any, from future 
operations of the concession known as Azufres de 
Guatemala. This concession is owned directly by 
Azufres Verapaz Limitada, a company owned 50% by 
each of the Company and Monsanto. The three com- 
panies, by contract dated September 15, 1969, agreed 
to develop the concession and to participate in the 
proceeds derived from the production and sale of 
minerals. By this contract, Monsanto and the Com- 
pany agreed to develop the concession and share 
equally the costs connected therewith. 


In order to effect a proper presentation of future 
operations, the balance of $575,000 (to be recovered 
by Monsanto out of the Company’s share of future 
profits of the concession) has been recorded as a 
deferred credit in the accompanying consolidated 
balance sheet, and will be reflected in future opera- 
tions, after appropriate amortization of related costs, 
in one of three methods summarized below: 


1. If sufficient proceeds are distributed to enable 
Monsanto to recover the full amount of the 50%, 
so advanced, the Company will transfer the defer- 
red credit to income in annual amounts equal to 
the annual recovery of advances by Monsanto. 


2. If sufficient proceeds are not distributed to enable 
Monsanto to recover the full amount of the 50% 
so advanced at the time of cessation of operations, 
any balance remaining as a deferred credit will be 
offset against unamortized costs of the operation 
at the time of cessation of operations. 


3. If the operations of Azufres Verapaz Limitada do 
not provide for the distribution of any proceeds 
and the operation is abandoned, the deferred 
credit will be offset against any losses incurred by 
the Company on such abandonment. 


Monsanto has waived recovery of any portion of the 
amounts so advanced under the agreement and any 
liability of the Company to Monsanto ceases if: 


1. Minerals in commercial quantities are not discov- 


(b) 


ered and the concession is abandoned, or 

2. Monsanto cancels its participation in the explora- 
tion program before minerals in commercial 
quantities are discovered. 

Under the agreement dated May 7, 1970, Monsanto 

may earn a 50% interest in certain of the acreage 

covered by petroleum concessions by, 

1. payment by Monsanto of $100,000 on signing 
(credited to contributed surplus, pending alloca- 
tion of expenditures referred to in Note 2) 

2. carrying out a minimum exploration program on 
the specified acreage at the sole expense of Mon- 
santo; and, 

3. proving a petroleum reserve of not less than 
50,000,000 barrels of recoverable petroleum or 
hydrocarbon equivalent, at the sole expense of 
Monsanto. 


5. Capital Stock: 


The capital stock of the Company authorized, issued 


and optioned is summarized as follows: 


(a) 


(b) 


Authorized: 
10,000,000 common shares without par value 
500,000 non-cumulative redeemable preference 
shares with a par value of $10 (Cdn.) each, 
issuable in series. 


Issued: 
Common Shares without par value 
Number 
of Shares Value 
From inception to June 30, 1969 
FOR CaSIieserers eae tee attics 2,991,651 $403,180 
For services rendered .... 56,000 10,350 
During the fiscal year ended 
June 30, 1970 
For services rendered ..... 108,000 20,000 
3,155,651 $433,530 


Optioned: 

As of June 30, 1970, there were outstanding employee 

incentive stock options to senior officers of the Com- 

pany to purchase 100,000 common shares as follows: 

50,000 shares under an option expiring May 4, 1975 
at $2.50 (Cdn.) per share 

50,000 shares under an option expiring February 28, 
1975 at $4.00 (Cdn.) per share 

Subsequent to June 30, 1970 — 

1. an option to purchase 25,000 common shares, ex- 

piring July 30, 1975, was granted to a senior officer 


of the Company at a price of $4.00 (Cdn.) per 
share; 


2. an option to purchase 25,000 common shares, ex- 
piring February 23, 1971, was granted to an Agent 
at the price of $4.00 (Cdn.) per share as partial 
consideration in connection with the public issue 
of the common shares of the Company referred 
to in Note 7 (c). 


6. Contingencies: 


(a) 


The Company is contingently liable as follows: 

An oil payment of $250,000, less applicable royalties, 
out of 25% of the net proceeds received by the 
Company or its subsidiaries from the production of 
petroleum under the agreement referred to in Note 
2. This oil payment is payable to a broker who is a 
shareholder of the Company, as a finder’s fee under 
an agreement dated March 23, 1970. 


An oil payment of $100,000 out of the net proceeds 
received by the Company or its subsidiaries from the 
six petroleum concessions referred to in Note 2. This 
oil payment is payable to a director of the Company, 
under an agreement dated September 20, 1969. 


7. Events Subsequent to June 30, 1970: 


_(a) 


On August 7, 1970, the Company was granted sup- 
plementary letters patent creating 27,000 Series A 
6% non-cumulative, redeemable, convertible pref- 
erence shares at a par value of $10.00 (Cdn.) each. 
These shares are redeemable after July 31, 1972 at a 
price not exceeding $10.60 (Cdn.) per share and are 
convertible into common shares of the Company 
until July 31, 1980 at $3.75 (Cdn.) per common share. 


On September 5, 1970, a memorandum of intent was 
signed between the Company and Sumitomo Metal 
Mining Co., Ltd. (“Sumitomo”). This memorandum 
has been approved by the Board of Directors of both 
the Company and Sumitomo and provides, under 
certain conditions, for Sumitomo to advance funds 
to finance the Oxec Concession in return for a seven 
year concentrate sales agreement. 


On September 14, 1970, the Company completed the 
following transactions: 


1. Pursuant to an agreement dated August 14, 1970, 
between the Company and a registered securities 
dealer (‘Agent’), the Company sold to the public 
150,000 common shares at a price of $4.00 (Cdn.) 
per share. 


2. Issued 435,763 common shares upon the cancella- 
tion of $1,743,052 (Cdn.) principal amount of in- 
debtedness of the Company. 


3. Issued 148,042 common shares and 27,000 Series 
A preference shares of the Company in exchange 
for 50% of the outstanding shares of Petrotech, 
Inc. (a private company incorporated in the State 
of Delaware, U.S.A. and a shareholder of the Com- 
pany). The Company has also agreed with persons 
associated with Petrotech, Inc. to acquire, on the 
exercise of options held by them on common 
shares of Petrotech, Inc.; 50% of such shares up 
to a maximum of 20,000 shares on the same basis 
of exchange as the Company’s present holding in 
Petrotech, Inc. If fully exercised, this would re- 
quire the issue by the Company of 11,690 of its 
common shares. 


(d) On September 30, 1970, the Company purchased 


(g) 


8. 


from the President of the Company a 6% note in the 
principal amount of $100,000 (Cdn.) maturing on 
February 13, 1972. In consideration of such purchase, 
the Company issued its demand note in the same 
principal amount and bearing interest at 6% per 
annum. On that date, the purchased note was lodged 
with the Company’s bankers as collateral security for 
$100,000 (Cdn.) bank loan received by the Com- 
pany on October 9, 1970. This bank loan was repaid 
in November 1970. 


On October 27, 1970, the Company sold to the 
public an additional 10,711 common shares at a 
price of $4.00 (Cdn.) per share pursuant to the agree- 
ment dated August 14, 1970 between the Company 
and its Agent. 


On November 2, 1970, $600,000 was received from 
a director of the Company in exchange for a promis- 
sory note bearing interest at 10% per annum. The 
promissory note is due in six months and is secured 
by the Company pledging to the director, the shares 
of Petrotech, Inc. acquired by the Company on 
September 14, 1970. 


On November 19, 1970, the Company repaid its 6% 
demand note due to the President of the Company 
in the principal amount of $100,000 (Cdn.) 


Directors’ and Senior Officers’ Remuneration: 
Remuneration to directors and senior officers of the 


companies during the year ended June 30, 1970 amount- 


ed 


to $96,672. 
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INFORMATION CIRCULAR 


SOLICITATION OF PROXIES 

This information circular.is furnished in connection with the solicitation by the management of 
BASIC RESOURCES INTERNATIONAL LIMITED (the Company) of proxies to be used at the Annual Meet- 
ing of Shareholders of the Company to be held at the time and place and for the purposes set forth in the 
accompanying notice of meeting. The solicitation will be primarily by mail and the cost will be borne by 
the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


The persons named in the enclosed form of proxy are directors of the Company. A shareholder desir- 
ing to appoint some other person to represent him at the meeting may do so either by inserting such 
person’s name in the blank space provided in the form of proxy or by completing another proper form of 
proxy and, in either case, sending it to the Secretary of the Company before the meeting or delivering it 
to the Chairman at the meeting. A person appointed as a proxy need not be a shareholder of the Com- 
pany. A shareholder who has given a proxy may revoke jt, as to any matter on which a vote shall not 
already have been cast pursuant to the authority conferred by it, by signing a proxy bearing a later date or 
written notice of revocation and, in either case, sending it to the Secretary of the Company before the 
meeting or delivering it to the Chairman at the meeting. 


EXERCISE OF DISCRETION BY PROXIES 


The persons named in the enclosed form of proxy will vote the shares in respect of which they are 
appointed in accordance with the direction of the shareholders appointing them. In the absence of such 
direction, such shares will be voted for the approval of the Directors’ Report and Financial Statements, 
and for the election of Directors and the appointment of Auditors as stated under those headings in this 
circular. With respect to amendments or variations to matters identified in the notice of meeting, and 
with respect to any other matters that may properly come before the meeting, such shares will be voted 
by the persons so designated in their discretion. At the time of printing this circular the management of 
the Company knows of no such amendments, variations or other matters to come before the meeting. 


VOTING SHARES 


Cn November 12, 1970 the Company had outstanding 3,900,167 common shares without par value 
and 27,000 6% non-cumulative convertible preference shares, Series “A’’, with a par value of $10 each, both 
classes carrying the right to one vote per share. 


The only persons entitled to attend and vote at the meeting or to be represented thereat by proxy will 
be registered holders of common shares and registered holders of preference shares at the time of the 
meeting. 


To the knowledge of the directors and senior officers of the Company, the only persons and com- 
panies beneficially owning (directly or indirectly) more than 10% of such voting shares on November 12, 
1970 are the following: 


Approximate number _ Percentage of 


of voting shares outstanding 
beneficially owned voting shares 
directly or indirectly of the Company 
Guazufres Holdings Limited 1,053,380 26.8 
j. D2 Park 912,746 23.2 (see note 1 on page 3) 
William Connolly Brady 455,266 6 


ELECTION OF DIRECTORS 


The board consists of eleven directors to be elected annually. The persons named in the enclosed form 
of proxy intend to vote for the election of the nominees whose names are set forth below, all of whom, 
with the exception of Lic. Isidro Lemus D. and A. J. G. Leighton are now members of the board of directors 
and have been since the dates indicated. The management does not contemplate that any of the nominees 
will be unable to serve as a director, but, if that should occur for any reason prior to the meeting, the 
persons named in the enclosed form of proxy reserve the right to vote for another nominee in their discre- 
tion. Each director elected will hold office until the next annual meeting and until his successor is duly 
elected, unless his office is earlier vacated in accordance with the by-laws. 


The following table and notes thereto set out the name of each of the persons proposed to be nomi- 
nated for election as a director, all other positions and offices with the Company now held by him, if any, 
his principal occupation or employment at present and during the past five years, the year in which he was 
first elected a director and the approximate number of shares of each class of the Company beneficially 
owned by him, directly or indirectly, as of November 12, 1970. 


Approximate 
Director Number of Common 
Since Shares Owned 


John David Park is President of the Company. He is also Chairman of 1968 912,746! 
Resources Engineering of Canada Limited (consulting engineers) and 

was President of Bridge and Tank Company of Canada Limited (a 

manufacturer) until 1967. 


Donald Colin Campbell is Vice-President of the Company. Prior to 1968 59,160 
joining the Company in 1966 he was a self-employed consulting 
engineer. 


Bruce Burt Corden is Vice-President of the Company. He is also Presi- 1969 46,781 
dent of Petrotech, Inc. (petroleum exploration company). Prior to the 

formation of Petrotech, Inc. in 1969 he was a self-employed consult- 

ing petroleum geologist and engineer. 


Melvin Joseph Gardner is Vice-President, Investment Banking of Shear- 1970 7,984? 
son, Hammill & Co., Incorporated (investment dealers). He was an 
associate of Bear, Stearns & Co. (investment dealers) prior to 1966. 


Peter Conrad Golffing was Vice-President of the Mem Company Inc. 1969 239,554° 
(cosmetic company) prior to his retirement in 1966. 


Approximate 
Director Number of Common 


Since Shares Owned 
Donald Fyfe King is an Investment Dealer with Grant Johnston Limited, 1970 — 
(investment dealers). Prior to 1968 he was an associate of Greenshields 
Inc. (investment dealers). 
Alan John Gordon Leighton, P.Eng. is President of Resources Engineer- — 500 
ing of Canada Limited (consulting engineers). 
Isidro Lemus D. is a lawyer. During 1966 and 1967 he was Minister of — 9,000 
Economy, Government of Guatemala. 
Bernard Bruce Lockwood, Q.C. is Secretary of the Company. He is 1968 63,759 
also a partner of Blake, Cassels & Graydon (Barristers and Solicitors). 
Kenneth Gow Murton is a Vice-President and Director of A. E. Ames 1969 72,302 
& Co. Limited (investment dealers) . 
Benito Noyola is a lawyer. 1968 18,018 


™Mr. Park is associated with Guazufres Holdings Limited, Gairpark Enterprises Limited and Tectonic 
Enterprises Limited which beneficially own 1,053,380 common shares, 101,609 common shares and 
62,637 common shares respectively of the Company. In addition to the above Mr. Park owns 36,294 
common shares which are subject to an option. 


? A trust created for the benefit of Mr. Gardner and his family beneficially owns approximately 32,607 
common shares of the Company. 


3J1n addition to common shares, Mr. Golffing beneficially owns directly 27,000 preference shares, 
Series A, of the Company. 


4 The above list does not include common shares beneficially owned by wives and other members of 
the families of directors as follows: B. B. Corden — 450 shares and K. G. Murton — 500. 


* The information as to shares beneficially owned, not being within the knowledge of the Company, 
has been furnished by the directors and senior officers. 


REMUNERATION OF MANAGEMENT AND OTHERS 


The following information is furnished as to the remuneration of management and others: 


(1) Aggregate direct remuneration paid by the Company and its subsidiaries to the directors and sen- 
ior officers of the Company during the financial year ended June 30, 1970: $103,674. 


No pension benefits are payable to senior officers or directors except under the Canada Pension 
Plan. 


(2) Since the commencement of the last completed financial year of the Company, senior officers of 
the Company have been granted options to purchase common shares of the Company as follows: 


Date Share Number of Purchase Price Date Share 
Options Granted Shares per Share Options Expire 
September 6, 1969 50,000 $4.00 February 28, 1975 
May 4, 1970 50,000 3510) May 4, 1975 
July 30, 1970 25,000 4.00 July 3001975 


(a) Prior to completion of the public offering of common shares on September 14, 1970, the price 
ranges of the common shares could not be reasonably ascertained. 


(b) None of the senior officers of the Company has exercised options to purchase shares of the 
Company. 


INTERESTS OF MANAGEMENT IN CERTAIN TRANSACTIONS 


Mr. Donald F. King, a director of the Company, is a director and shareholder of Grant Johnston Limi- 
ted, P.O. Box 273, Royal Trust Tower, Toronto 111, Ontario, which acts as agent for the Company in respect 
to the sale of 300,000 common shares offered by a prospectus of the Company dated August 27, 1970. A 
commission of $52,142 was paid to Grant Johnston Limited in respect to the sale of 160,711 of such shares 
and an option to purchase 25,000 common shares at a price of $4 per share, exercisable within 180 days 
after the issuance by the Ontario Securities Commission of a final receipt for that prospectus was also 
granted to that Company. Grant Johnston Limited is also to receive a commission equal to 5% of the 
sale price of the additional 139,289 shares offered by such prospectus, 


Messrs. P. C. Golffing, K. G. Murton and B. B. Corden, directors of the Company are shareholders of 
Petrotech, Inc. and received the following shares of the Company in connection with an exchange offer 
by the Company for 50% of their respective holdings of shares in the capital of Petrotech, Inc. The num- 
ber of shares of Petrotech, Inc. sold by each of them to the Company and the number of shares of the 
Company that was issued to them is as follows: 


Number of Original Cost of Number of 
Petrotech Petrotech Shares Shares Issued 
Shares Sold to Vendor for Petrotech Shares 
P. C. Golffing 40,000 common §, 52,500 (U.S)) 23,378 common 
B. B. Corden 30,000 common 35,000 (U.S.) 17,533 common 
K. G. Murton 80,000 common 70,000 (U.S.) 45,756 common 
P. C. Golffing 250,000 preferred 250,000 (U.S.) 27,000 Series “A” preference 


Mr. J. D. Park, a director and senior officer of the Company, is the controlling shareholder of 
Resources Engineering of Canada Limited, 931 Yonge Street, Toronto, Ontario, which has agreed jointly 
with Kilborn Engineering Ltd. to design a concentrator for the Company. 


On November 2, 1970 Mr. P. C. Golffing loaned to the Company $600,000 (U.S.) and received a 10% 
promissory note of the Company in the principal amount of $600,000 (U.S.) maturing on May 2, 1971. As 
security for this loan the Company has pledged to Mr. Golffing 253,300 common shares and 250,000 
preferred shares of Petrotech, Inc. The note is repayable at any time prior to maturity without notice or 
bonus, and it is the intent of the Company to make prepayments as cash resources become available to 
it, either by sale of shares or from other sources. 


APPOINTMENT OF AUDITORS 


The persons named in the enclosed form of proxy intend to vote for the re-appointment of Arthur 
Andersen & Co., Chartered Accountants, Toronto, as auditors of the Company to hold office until the next 
annual meeting of shareholders. 


DATED as of December 4, 1970. 


BASIC RESOURCES INTERNATIONAL LIMITED 
AND SUBSIDIARIES 


BONSOtaGed Dalene cheet as of September 30, 1970 (unaudited) 


(Stated in U.S. Dollars) 


ASSETS 
Current Assets: 
Ie DVAMEn Ol KES MUGS) trig enEMbua Uber ee M LILLIE LU TOU PE era 9 120,252 
Accounts receivable — 
FNAIVAN CES TO EMOIOVERS eu akilem risk iH eMtt bellyclsiand bral bare cls ote 6 1,113 
UTE SUT ee Elem (nite dieses od GME hm Fa RIT AE ee HfL ara RL 2,090 
TOLANOURIETMUL ASSES Mtr) far iaisliCcts pike BR el uk Mba mic art aie bycnécal b Wptesulre $ 23,455 
tice anc SUNG FY EQUIPMENTS AtCOSE N44 0 s\4>lbee a's ules alsvae id ft pllalale 6M eee dd, Sie Ubi $ 48,925 
Bess ACE UIMULALC CLEMO CIALIOM Hi aiaitd (dre laine taieicr stad ibn Mimless oust enie alalel glial s) gues 11,271 
$37,654 
Pa COSE PE NLM! A Mun te nm bUr Lie URL se bth tu A i Lull $ 3,000 
Investment in Azufres Verapaz Limitada, at cost (Note 2) 2... ..... cece eee ee $ 1,000 
Investment in and advances to Explom, Limitada, at cost (Note 2) ................ 58,023 
fivestmentin Terotechs,IG.(INObE 7 CC). mies eile Sik Lidl ais lame atietalee cite stdlileraked owl ad $ 826,319 
6% Note Receivable due February 13, 1972 (Note 7 (d)) ... 0... cece eee eee $ 97,324 
Unrecovered Exploration Costs (Note 2): 
DMFEGE CONADANY OMEAON cuca siiipiet i tame MehLOL Ite y Hila sfats: bidhedured br ai Bia jabs! bhai Lael ale! $4,323,822 
PE Ve CLIGe: COMMUN) 2 Sure ete Wish toute eikue a prite dba itch ie iis stellt! Wile tak wf 582,984 
$4,906,806 
$5,953,581 
LIABILITIES 
Current Liabilities: 
Be RHONECTAL EL GU UL RE ORME. A Ua ee Le Biana bil oh a $ 84,101 
Notes payable — 
SHITTING hited eH ove deite Sine bNh Meera (IELb ret hs Je MAR iL ARIS has 8 A1 97,324 
(OTUs MPD PARDEE CE wae AN LOSE ARRON SALUT aed UV lage fA a oe 68,448 
Accounts payable and accrued liabilities — 
Shareholders ut eh LGN AN PRE U Rabie tO eM ean CabMe iL our Raita b 37,747 
Die! HO, JOTREVERTUTe! COS ite eka kek y ie cel eesrarieitlns (a stihl phd font eyes Hnlarahainlt oi « 41,580 
Did nval Veter Lveshbsgeee eens ATMEL SaIMeUn ewes rhe ALS ANA Raat a LACS RM Ca AOn PRR 503,197 
Potal CURrent: Hab MSsiat ivy vessel Oe byekate Mak ere ee: wu ba tan eMP RE LEY 6 $ 832,397 
Deferred Liabilities: 
EATIC ES INORG) BUN) lars es Seles REAVER RL Ln ae Muth Lace Lee RS ep rea eee LESS ANNES Ay pile $ 295,000 
MeN SP aestvn Le Pil tak Melee wud'y uA Merete elateratih acne Etat ctteaL ot aA ne STUER UT Lea ceesL a TM Lao tole 36,523 
$))331)523 
Detetirec CrecibONOte +n sG ih elie oF ele arate Cl aeie ly ce Ee ween a Le gt Na! UPL $ 575,000 
CAD IRO SUD EI INERT ON aed sti st aieskee pode eso htube toh # Ranta A PEL RU AIBPOT HLA tise fiat etcepeuctaane 4 $3,539,661 
COnErBUted Sirus (INO TE (4) allt 5 IVER CoP stone muslin Ki SIAN fa otatanlatty wllelolian Stal Ried Wek eh alae en $ 675,000 


Contingencies (Note 6) 
$5,953,581 
(SEE OVER) 


Consolidated Statement of Source and Use of Funds 


For the Period from June 25, 1968 
(Date of Incorporation) to September 30, 1970 (unaudited) 
(Stated in U.S. Dollars) 


Source of Funds: 


Sale of Capital stock: ose ec keh tee Cle ate tie erty gi Maer ee ae Se ea $ 987,122 
Bank. loan) tye lat filly ae TAS TR ACR EU Ar ST A ng I 100,000 
Shareholders’and, associated companies tive. ule yh hae otis i oe eee eerste 1,967,457 
Monsanto'subsidiaries (NOtG 4) 1a 4/2 <lsln core ood sued epee ase eel eel eee ee 1,250,000 
United Fruit: Company (Note 3 (by) sisi ia Es cits fa seene de ae 295,000 
Others Cua ee Es ETA OY STS ELE UD rt 278,181 

$4,877,760 


Use of Funds: 
Repayment of: 


Bank’ loata | ivighe Sere Sa a es TS ee Ue $ 100,006 
Advances, frommothers? oisieo.'s soc somes etal ard ats a coy cate Lt a ee 209,733 
Shareholders and’ assoctated ‘companies ict vaulach. ae seats ee eer nee 368,221 
Investment in, Azufres' Verapaz Limitada j2.0/21)./0, 2) Wenn oleae caries aerate 1,000 
Advances to, Expiom);Limitadatys. 22 (2s Uk ie leeiaet ae ney ayer eee al fe eee 19,500 
Land? office/‘and! sundry equipment, inetii nec. casi = ee Shee) Ae 51,925 
Accounts \receivable, 46 jae 0 ea AL een 5,203 
Unrecovered exploration costs). 4) \a inet eee, Le) ere ene eee eta 4,188,027 
$4,941,609 

Bank overdratt, mets oud ay sarin ale 2s A) epee atl ee tT ee $ 63,849 


Note: 


(a) The consolidated financial statements as of September 30, 1970 reflect the events subsequent 
to June 30, 1970 referred to in Notes 7 (a), 7 (c) and 7 (d) of the statements as of June 30, 1970 
and should be read in conjunction with the notes accompanying the consolidated financial 
statements as of that date. . 


(b) As a result of the completion of the public offering of shares on September 14, 1970, the issued 
capital stock of the Company as of September 30, 1970 is as follows: 


Number 
of Shares Value 
Common Shares: 
Issued and outstanding as of June 30,1970 ................ 3,155,651 $ 433,530 
Issued on September 14, 1970 
LOTS GASH Saua oes sehr ct ane a aie ei gtees Mia Ae tue 2 oN lea 150,000 583,942 
for CONVErsIGN Ol GeDt kisi) sacs es Kona Worle Hoe 435,763 1,695,870 
for acquisition of 50% of common shares of 
PEtFOLEGH A IONE Ply Gece OEY Deis eh 148,042 576,319 
Issued and outstanding as of September 30,1970.......... 3,889,456 $3,289,661 


Preference Shares, Series A: 
Issued on September 14, 1970 for acquisition of 50% 
of preferred shares of Petrotech, Inc. ...............00. 27,000 250,000 


$3,539,661 
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Consolidated Statement of Source and Use of Funds 


For the Period from June 25, 1968 
(Date of Incorporation) to September 30, 1970 (unaudited) 
(Stated in U.S. Dollars) 


Source of Funds: 


Saleiofiicanitall stocks iii se gL Re a ee Ge ee eee $ 987,122 
Beatakes ]Oava 12 videca’c aM sed llores bong cl ARI G cost] ET REA Oe octet ee ot a A 100,000 
Shareholders and associated companies: a. 2 .)..4\2 25d cei Gia een te eae 1,967,457 
MONSantOuSUbSIGianlese(INOTCEA) ttn. talce anal tahoe tare aneenls tat at aetna ee te Ter 1,250,000 
United Fruit'Comipany (Notes (By) io. os etic eed co ole be eae eee 295,000 
Cities ck Ne RTS E61 eA 278,181 

$4,877,760 


Use of Funds: 
Repayment of: 


Bank foam) 2) ap eee oOo URE BG 2 Da SO A ee $ 100,000 
Advances fFOmvotnets yey uke ie Cera ct a RUG oii ia loko ened ie aT er 209,733 
Shareholders and associated ‘companies & Gui! an sine Oodew tle eee 368,221 
Investment in Azufres Verapaz Linitaday i.) 2.2, saan okie ht ele etree arene 1,000 
Advances ito, Explom, Linpitad a (.!0.2 0 kag hieW skarehian ete crete he Lainie ie ea 19,500 
Land office and sundry equipment, REL. \aulecitsatieiiee sei etawths eae en eee 51,925 
Accounts receivable’ i.) UR Oe oo UDR ee 3,203 
Unrecovered explomation.costsinics oi 's'2 Slo RAR Gk ee ee he 4,188,027 
$4,941,609 

Bank ,Overeaiatt, (met) 2S ile sia eloee Ree 8S SUT eee Uc es $ 63,849 


Note: 


(a) The consolidated financial statements as of September 30, 1970 reflect the events subsequent 
to June 30, 1970 referred to in Notes 7 (a), 7 (c) and 7 (d) of the statements as of June 30, 1970 
and should be read in conjunction with the notes accompanying the consolidated financial 
statements as of that date. 


(b) As a result of the completion of the public offering of shares on September 14, 1970, the issued 
capital stock of the Company as of September 30, 1970 is as follows: 


Number 
of Shares Value 
Common Shares: 
Issued and outstanding as of June 30,1970 ..............4. 37155,651 $ 433,530 
Issued on September 14, 1970 
for cashyi ies Vad ee aloe: Wud PEE Aa Rr eo 150,000 583,942 
fOr CONVERSION: ORMASDE ic 4us ol oaliic tate remy Aes teeta 435,763 1,695,870 
for acquisition of 50% of common shares of 
Petrorech WMG. osu ells Se eee ee aren ere 148,042 576,319 
Issued and outstanding as of September 30,1970.......... 3,889,456 $3,289,661 


Preference Shares, Series A: 
Issued on September 14, 1970 for acquisition of 50% 
of preferred shares of Petrotech, Inc. ...........-.0e0005 27,000 250,000 


$3,539,661 
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P.O. BOX 158 
TORONTO-DOMINION CENTRE Mom MIO. R ALN. Dp UM 
TORONTO 111, CANADA “aatsict, S ASaaT BIO E  Ae Ae Scar ROE 
To: Financial Editors/Analysts 
Fm: M.E. Bogard 
Re: BASIC RESOURCES INTERNATIONAL LIMITED 


We have recently been retained by Basic Resources International 
Limited to represent its public relations interests. Following is a 
brief resume outlining the activities of the company, together with 
Some relevant background information. 


Basic Resources was incorporated as a public company in June, 
1968, when it took over its predecessor companies which had been 
engaged in resource exploration and development since 1962. It has 
since made some changes in its capital structure and is currently in 
the latter stages of completing its initial public financing. 


The company is involved in the exploration and development of 
metallic mineral and petroleum properties, primarily in Guatemala. In 
addition, it now holds substantial interests in oil and gas properties 
located in Michigan and is engaged in exploration activities in Ontario. 


In Guatemala, Basic Resources holds six large mineral concessions 
and six petroleum concessions totaling more than three million acres. 
To date, the company has spent more than $4.25 million on these properties 
in drilling and associated expenses. In addition, some $1.2 million has 
been expended by other companies through co-operative exploration activity. 
As a result of this work, four promising situations have been identified 
covering copper, petroleum, nickel and sulphur prospects. Basic Resources 
has a number of agreements with major international companies which relate 
to continued investigation of selected properties. 


BACKGROUND 
Basic Resources was attracted to Guatemala for several reasons: 


1) Guatemalan law provides substantial incentives to foreign 
investors, particularly those involved in resources development. 


2) Guatemala has been virtually unexplored since the era of 
Spanish rule. 
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3) Tax holidays are available for ore processing plants. 
(See prospectus for further details) 


4) There is no requirement for minimum local ownership 
proportion, as is the case in Mexico. 


5) Government royalties are low: 74% on minerals, 12% on 
petroleum concessions. 


6) The Guatemalan currency is stable. The "quetzal" has 
been on a par with the U.S. dollar for approximately 
45 years. 

7) Concession holders can export production without either 


licenses or export duties. 


8) Basic Resources' geologists were impressed with the 
potential of the concession areas. 


Investment Climate in Guatemala 


Political stability is unquestionably a primary consideration 
in evaluating the investment climate within a developing nation such 
as Guatemala. The Government of Guatemala is moderate and right of 
centre in political orientation. It was installed through democratic 
elections, in which three major parties participated, and has consistently 
encouraged the development of the country's natural resources through 
foreign investment. 


There is no history of any form of expropriation. In recent 
years more than $250 million in new investment has flowed into Guatemala 
from sophisticated foreign investors such as Monsanto, Minnesota Mining 
and Manufacturing, Texaco, General Tire and Rubber. A number of 
corporations such as Shell Oil, Monsanto and Standard Oil of California, 
have in fact accelerated their investment programs in Guatemala in the 
light of that country's resource attractiveness and investment security. 


Reflecting this trend, Moore Corporation Limited has just 
announced its acquisition of a Guatemala City printing company, Gabriel 
Martinez Garrido E Higo Compania Limitada. In a recent Congressional 
vote the program of the Minister of Economy to encourage foreign 
investment in resource development was endorsed by a margin of 38 to 3. 


SULPHUR 


John Park, president of Basic Resources International Limited, 
credits his first exposure to Guatemala as a promising resource area to 
William Brady who, together with his brothers, discovered the Jaltipan 
sulphur domes which became Pan American Sulphur, and later the Salinas 
Dome which became Gulf Sulphur. 
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As a result of favourable indications, the company's initial 
exploration effort was centred on a sulphur property in the Petan Basin 
of Guatemala. After carrying out some exploration activity on its own, 
the company entered into a joint venture with the Monsanto Company, of 
St. Louis, Mos. Subsequent detailed investigation indicated that 
Prospects for a commercial sulphur operation were highly encouraging. 
However, in the course of this work, petroleum shows were encountered 
and the company switched its emphasis to oil and gas exploration. 


PETROLEUM 


During the sulphur exploration program conducted by Monsanto 
five wells were drilled, each of which yielded strong live oil shows. 
One of these wells blew out and was estimated by Monsanto to have a 
flow in excess of 500 barrels of oil per day at 32 gravity. 


Prompted by these indications, the company executed an agreement 
with Monsanto covering a farmout on 274,000 acres of the concession. 
In exchange for an equal interest with the company, Monsanto must drill 
five wells to test a projected shallow zone (4,000 ft.), perform a 
seismic survey to determine the precise location of the structures 
and, assuming closure, drill a well to test the projected deep zone 
(9,000 ft.), plus whatever additional drilling is required to prove 
a recoverable petroleum reserve of at least 50 million barrels. This 
work, now in progress, is being performed at the total expense of Monsanto. 


DeGolyer and McNaughton, a highly respected firm of consulting 
geologists, prepared a most favourable report on this petroleum prospect, 
a summation of which can be found in the enclosed prospectus covering 
Basic Resources' public financing. ' 


It is perhaps a commentary on the positive attitude of the 
Guatemalan Government toward foreign investors that, when during the 
course of Basic Resources' sulphur exploration the company gained 
indications of possible petroleum occurrences and then found oil shows 
while its application for petroleum rights was being processed; it was 
nevertheless awarded the petroleum rights without delay. 


COPPER 


The company has conducted extensive exploration on its Oxec copper 
discovery. Surface geology and geochemical surveys were conducted by 
J.R. Mowat & Associates, of Ottawa, and geophysical investigations by 
Seigel Associates, of Toronto. This work outlined three large mineralized 
zones. Subsequent drilling proved the presence of a high grade copper 
deposit. 
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In its evaluation of the property, dated June 12, 1970, 
DeGolyer and McNaughton stated that subsequent to the estimates 
as Of March 15 which put drill-proven reserves at 1,076,472 tons 
of ore grading 2.618% copper and probable reserves at 216,708 tons 
(2.131% Cu), further drilling "has extended the known copper 
Mineralization. The current core hole program indicates an additional 
copper reserve may be present on a geophysical anomaly just north 
of I.P. Zone 2 geophysical anomaly. This development offers 
encouragement for the discovery of additional copper-bearing bodies 
associated with other geophysical anomalies in the area presently 
covered by the geophysical surveys. (Other anomalies may be 
discovered in areas yet to be explored by geophysical methods.)" 


An agreement was then concluded with Sumitomo Metal Mining 
Company, of Japan, under which Sumitomo agreed to purchase all the 
concentrates produced by a 1,000 tons-per-day mill for a period of 
seven years. 


During their investigation of the property, Sumitomo geologists 
confirmed the presence of 1,330,000 tons of ore grading 2.584% copper. 
In addition, Sumitomo's geological team located what it believes to 
be a second ore zone nearby. Sumitomo believes that prospects are 
excellent for proving up additional ore. 


Sumitomo has requested that present plans for a 1,000 tons-per- 
day concentrator be deferred in the expectation that, through further 
drilling, sufficient additional ore will be proven to warrant a larger 

operation. 


In terms of cash advance, this would be approximately $5 million 
for a 1,000 tons-per-day operation and $25 million for a 5,000 tons-per-day 
operation. 


A new letter of intent was signed by the parties providing for 
the advance payment by Sumitomo of the equivalent of one year's design 
Capacity of the concentrator to be built. In either case, this advance 
should be sufficient to pay for the construction of the mine and mill 
and would be repaid to Sumitomo over the first five years of operation. 
(Further details on this agreement can be found in the prospectus) 


The proposed mine is located approximately 20 miles from a navigable 
river. Management maintains that concentrate can be delivered from the 
mine to an Atlantic seaport, loaded aboard a vessel at a cost considerably 
less than $1 per ton of ore. Annual cash flow from a 1,000 tons-per-day 
operation has been estimated as follows: $5.4 million at 60¢ copper; 
$4.2 million at 50¢ copper; $2.4 million at 38¢ copper. 
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NICKEL 


The company's nickel concession covers approximately 249 square 
miles and lies immediately to the west of The International Nickel Company 
of Canada's mineral concession. Inco has previously announced plans 
for a $200 million mine and metal treatment plant complex to exploit 
its lateritic nickel deposits. 


Through surface geology, Basic Resources reports it has located 
a wide belt of lateritic nickel mineralization. Random portions of 
the belt were explored by the sinking of test pits to a depth of between 
50 and 100 feet on a 200 meter grid. The initial test work developed 
in the order of 12 million tons of lateritic nickel ore in the small 
portion of the area tested and there were indications of a much greater 
tonnage. 


A preliminary investigation of this property was conducted by 
the Nippon Mining Company in June and July of the current year. Results 
indicated grade and extent of laterite nickel and cobalt mineralization 
higher than those originally obtained by Basic. 


Nippon Mining continued work in August and September, 1970, 
resampling some 80 test pits. If subsequent assays confirm first results, 
a new program will be started in an attempt to prove up a substantial 
tonnage of ore. 


PETROTECH INC. 


Basic Resources acquired a 50% interest in Petrotech Inc., a 
private U.S. oil and gas exploration company which also provides consulting 
services to the petroleum industry. Petrotech has a total of approximately 
36,000 acres of oil and gas leases in Michigan, of which about 27,000 
acres are in the northern counties which comprise Michigan's new discovery 
area. It alsohas an 11.68% interest in the Leonard gas field and a 5% 
interest in the Tiger oil field, both of which are in Michigan. 


Petrotech has recently entered into an agreement with the Union 
Gas Company of Canada for a five-well wildcat drilling program to begin 
in October, 1970. Under this agreement, Petrotech will maintain a 12% 
carried working interest to production on each of the drilling prospects 
on a cost-free basis to the company. 


CAPITALIZATION 


Capitalization is as follows: 


Authorized: 10,000,000 common shares n.p.v. 
500,000 non-cumulative redeemable preference 
shares par value $10, Series A, 
convertible into common shares 


Presently outstanding: 3,889,456 common shares 
27,000 Series A preference shares 
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CORPORATE INFORMATION 


Directors and Officers 


JOHN DAVID PARK President & Director 
DONALD COLIN CAMPBELL Vice-President, Guatemalan Operations & Director 
BRUCE BURT CORDEN Vice-President, Petroleum & Director 


(President, Petrotech, Inc. and consultant 
for Union Gas Co.) 


MELVIN JOSEPH GARDNER Director 
(Vice-President, Investment Banking, Shearson, 
Hammill & Co. Inc.) 


PETER CONRAD GOLFFING Director 
(Retired executive) 


DONALD FYFE KING Director 
(Managing Partner, Grant Johnston Limited, 
Toronto) 

BERNARD BRUCE LOCKWOOD, Q.C. Secretary & Director 


(Partner, Blake, Cassels & Graydon) 


KENNETH GOW MURTON Director 
(Vice-President and Director, A.E. Ames & Co. 
Limited) 

BENITO NOYOLA Director 


(Lawyer, Mexico City) 


DONALD DESMOND UTTERBACK Vice-President, Exploration 
(former Vice-President, Freeport Oil Company) 


WILLIAM JAMES CLARRY, C.A. Controller 


Registrar and transfer agent is National Trust Company, Toronto, Ontario. 
Auditors of the company are Arthur Andersen & Co., Toronto. 


Head office of the company is at 931 Yonge Street, Toronto. 
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Basic Resources International Limited 
Concession Location Map 


GUATEMALA 


CENTRAL 
AMERICA 


PACIFIC OCEAN 


m2 Guatemala Cit y 
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@) Petroleum Concession-933,000Acres 
@) Sulphur Concession—2,274,000 Acres 
@) Copper Concession(Oxec)-19434Acres 
@ Nickel Concession(Marichaj &Transvaai)—159,000 Acres 


© International Nickel Co. Laterite Nickel Deposit 
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NO SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES 
OFFERED HEREUNDER AND ANY REPRESENTATION TO THE CONTRARY IS AN OFFENCE. 
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Basic Resources International Limited 


(Incorporated under the laws of Ontario — 


ARS50 300,000 Common Shares 


(without par value) 


There is no market for the common shares offered by this prospectus. The price was determined by 
negotiation between the Company and the Agent. As noted under “‘Current Indebtedness” on page 21, 
435,763 shares of the same class as those offered hereby will be issued to satisfy $1,743,052 existing 
indebtedness of the Company at the rate of $4 per share, provided that subscriptions are received from 
the public for the first 150,000 of the 300,000 shares offered hereby. No commissions are payable by the 
Company in respect of the sale of those shares. The following table reflects the sale by the Company of 
the first 150,000 of the 300,000 common shares offered hereby. 


Price: $4 per share 


Minimum 

Price to Commissions Proceeds to 

Public Payable (1) Company (2) 
SES ee ee eee $4 | $0.3314 $3.6624 
cle eee Sey ee: tl Se ab. $600,000 $50,000 $550,000 


(1) In addition to these commissions, Grant Johnston Limited has geen granted an option to purchase up to 25,000 
common shares at the above price per share, exercisable within 180 days after issuance by the Ontario Securities Commission of 
a final receipt for this prospectus. (See “‘Plan of Distribution’ on page 17). 

(2) Before deducting expenses of issue estimated not to exceed $35,000. 


These securities are speculative. Reference is made 
to the heading ‘‘Speculative Nature’’ on page 22. 


The Company, through its Agent, Grant Johnston Limited, and such other registered securities dealers as 
may be appointed as agents by Grant Johnston Limited, hereby offers these shares, subject to prior sale, 
if, as and when issued by the Company, and subject to the approval of all legal matters on behalf of the 
Company by Blake, Cassels & Graydon, Toronto, Ontario, and on behalf of the Agent by Fasken & 
Calvin, Toronto, Ontario. Such counsel will rely on the opinion of Dr. Isidro Lemus D. of Guatemala 
City, Guatemala, as to matters of Guatemalan law. 


150,000 common shares will be offered at a price of $4 per share for a period of 90 days following the 
issuance by the Ontario Securities Commission of a final receipt for this prospectus. Within such period 
the Company must receive subscriptions for all of those common shares and on default of such receipt, 
subscription moneys will be returned to the subscribers. All subscription moneys will be held by National 
Trust Company, Limited for payment to the Company if such subscriptions are received and for return 
of the entire amount to the subscribers if the issue is not so subscribed. 

Subject to the foregoing subscriptions being received, the Company will, through its Agent, offer an 
additional 150,000 shares at the market price prevailing from time to time, but not less than the above 
price per share. The Company will offer those shares through the Agent following receipt by the Company 
of the said minimum subscription. (See ‘‘Plan of Distribution” on page 17.) 


Grant Johnston 
LIMITED 


| Offices: Montreal, Toronto & Hamilton 
Member: Montreal Stock Exchange The Toronto Stock Exchange e Canadian Stock Exchange 
Investment Dealers’ Association of Canada 
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Purchaser’s Statutory Rights of Withdrawal and Rescission 


Page 


Sections 63 and 64 of The Securities Act, 1966 (Ontario) and Sections 63 and 64 of The Securities Act, 
1968 (Manitoba) provide, in effect, that where a security is offered to the public in the course of primary 


distribution: 


(a) a purchaser will not be bound by a contract for the purchase of such security if written or tele- 
graphic notice of his intention not to be bound is received by the vendor not later than midnight 
on the second business day after the prospectus or amended prospectus offering such security 
is received or is deemed to be received by him or his agent; and 


(b) a purchaser has the right to rescind a contract for the purchase of such security, while still the 
owner thereof, if the prospectus or any amended prospectus offering such security contains an 
untrue statement of a material fact or omits to state a material fact necessary in order to make 
any statement therein not misleading in the light of the circumstances in which it was made, but 
no action to enforce this right can be commenced by a purchaser after the expiration of 90 days 
from the later of the date of such contract or the date on which such prospectus or amended 
prospectus is received or is deemed to be received by him or his agent. 


Reference is made to the said Acts for the complete texts of the provisions under which the foregoing 
rights are conferred and the foregoing summary is subject to the express provisions thereof. 


The Company 


Basic Resources International Limited (the ‘‘Company’’) is a public company engaged in the ex- 
ploration and development of natural resources. At present its principal activities are in Guatemala, 
but through its proposed acquisition of 50% of the outstanding common and preferred shares of Petrotech, 
Inc. as described on page 16, the Company will be participating in exploration for natural gas and oil in the 
northern United States and Canada. The Company’s major shareholders and senior management are 
persons whose principal experience is in the fields of engineering, exploration, mining, petroleum and 
finance. 


The Company was incorporated as a public company under the laws of Ontario by Letters Patent 
dated June 25, 1968. Its name was changed from Guatemala Sulphur and Resource Corporation Limited 
and certain changes were effected in its capital structure by Supplementary Letters Patent dated July 16, 
1968 (increasing capital), February 7, 1969 (creating preference shares), June 13, 1969 (increasing capital), 
September 8, 1969 (consolidating issued and increasing authorized common shares), May 1, 1970 (sub- 
dividing common shares and changing the Company’s name), and August 7, 1970 (designating the Series 
A Preference Shares), so that the authorized and issued capital is as set forth in the table of consolidated 
capitalization appearing on page 4. The Company’s head office is located at 931 Yonge Street, Toronto, 
Ontario. 

The Company operates in Central America through two subsidiaries—Recursos del Norte Limitada 
and Transmetales Limitada (the ‘“‘subsidiaries’’) each of which is wholly owned. The subsidiaries are in- 
corporated under the laws of Guatemala which require at least two shareholders and accordingly ownership 
is partially held through another wholly owned subsidiary, Parghi Mining Corporation Limited incor- 
porated under the laws of the Bahamas. (See Note 1 to the financial statements of the Company and its 
subsidiaries). Throughout this prospectus the word ‘‘Resources”’ refers collectively to the Company and 
its subsidiaries. 


Resources beneficially owns or has rights to six large mineral exploration concessions and six petroleum 
concessions in Guatemala covering more than 3,000,000 acres in the aggregate and is presently exploring 
these concessions for petroleum, sulphur, hydrogen sulphide gas (sulphur gas), copper and nickel. (See 
“Concessions Held” on page 7.) 

Resources has entered into agreements with wholly owned subsidiaries of the Monsanto Company, 
St. Louis, Missouri (‘‘Monsanto’’) to explore and develop certain of Resources’ petroleum and sulphur 
concessions. Details of these agreements are given on pages 13 and 15. 


Resources has carried out for its own account extensive geological surveys and a detailed exploration 
program for copper and nickel which has resulted in the discovery of a high grade copper deposit (averaging 
approximately 2.54% copper) and a deposit of lateritic nickel. Evaluation of these deposits is still under 
way and details of their present status are set forth later in this prospectus. 

To February 28, 1970 a total of $4,887,367 has been expended on exploration of these concessions. 
This amount includes $4,239,087 of unrecovered exploration costs of Resources and $648,280 spent by 
Monsanto under its agreement with Resources. To June 30, 1970 an additional amount of approximately 
$350,000 has been expended by Resources on this work. 


Currency 
All dollar amounts in this prospectus are Canadian dollars unless followed by ‘‘U.S.’’, where reference 
is to United States dollars. The Guatemalan monetary unit is the ‘‘quetzal’”’. The quetzal has been at par 
with the U.S. dollar since 1924. Except as otherwise noted, in this prospectus and the accompanying 
financial statements the quetzal and U.S. dollar have been converted into Canadian dollars on the basis 
that each Q1.00 and each $1.00 U.S. equals $1.08 Canadian. The financial statements of Petrotech, Inc. 
on pages 32 to 34 are stated in U.S. dollars. 


Use of Proceeds 


The net proceeds to be received by the Company from the sale of the minimum number of shares to be 
sold under this prospectus will be $550,000 less expenses of the issue estimated not to exceed $35,000. 
Of this amount, $269 528 will be used to retire certain outstanding obligations of the Company (See 
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“Current Indebtedness” on page 21) and the balance will be added to working capital to be used in 
connection with the exploration programmes referred to in this prospectus. Any additional amounts raised 
by the sale of shares hereunder will be similarly added to working capital. Pending such application, 
proceeds will be held in the form of short term deposit receipts ussued by a Canadian chartered bank. 


Consolidated Capitalization 


Outstanding after 
Outstanding Outstanding giving effect 
Description of Securities Authorized February 28,1970 July 31,1970 to minimum financing 
Shareholders’ debt: 
Notes Payable (1) $759,000 $1,323,604(7) nil 
Advances (2) $707,838 $ 688,976(7) nil 
Share Capital: (3) 
Non-cumulative redeemable 
preference shares par value $10 500,000 shares nil nil 
Series A, convertible ($5,000,000) 27,000 shares 
into common shares (4) ($270,000) 
Common Shares without par 10,000,000 3,012,928 shares 3,155,651 shares 3,889,456 shares 
value (as subdivided) (5) (6) shares ($442,455) ($471,000) ($3,406,220) 
NOTEs: 


(1) Upon the successful completion of the sale of 150,000 of the shares offered by this prospectus, 263,519 common shares of 
the Company will be issued in satisfaction of $1,054,076 of this indebtedness. (See ‘“‘Current Indebtedness” on page 21 
ane Note 7 (B) to the financial statements on page 30). The balance of this indebtedness will be repaid from proceeds of 
this issue. 


(2) Upon the successful completion of the sale of 150,000 of the shares offered by this prospectus, 172,244 common shares 
of the Company will be issued in total satisfaction of this indebtedness. (See ‘Current Indebtedness’’ on page 21). 


(3) In addition the Company had contributed surplus of $621,000 as at February 28, 1970. (See Note 4 to the consolidated 
financial statements on page 29). 


(4) By supplementary letters patent dated August 7, 1970, 27,000 of the preference shares with a par value of $10 each 
were designated as non-cumulative redeemable convertible preference shares, series A. These shares have been reserved 
for issue to Mr. Peter C. Golffing in exchange for 250,000 (50%) of the outstanding preferred shares of Petrotech, Inc. 
(See ‘‘Petrotech, Inc.’’ on page 16.) 


(5) Reference is made to ‘Options to Purchase Securities” on page 22 regarding 125,000 shares reserved for issuance as stock 
option incentives for senior employees and 11,690 shares reserved for options in connection with the acquisition of common 
shares of Petrotech, Inc. and to ‘‘Plan of Distribution” on page 17 regarding 25,000 shares under option to Grant Johnston 
Limited. 

(6) By supplementary letters patent dated May 1, 1970, the common shares of the Company were sub-divided on a 2-for-1 
basis. 


(7) To determine shareholders’ debt outstanding at July 31, 1970, U.S. dollars have been converted into Canadian dollars 
on the basis that each $1.00 U.S. equals $1.0275 Canadian. 


Republic of Guatemala 
Economic and Political Background 


Guatemala is located in Central America immediately south of Mexico and enjoys a semi-tropical 
climate. Most of the population lives in areas where the elevation varies from 4,000 to 6,000 feet and 
temperatures are mild, generally ranging from 70-80°F in the daytime to 65-70°F at night. The economy is 
mainly agricultural, and between 50% and 60% of the population lives outside the cities and major towns. 
Since the banking system is concentrated in these cities and major towns, this segment of the population 
does not fully participate in the money economy. 


Historically, the Gross National Product of Guatemala shows one of the highest rates of growth in 
Latin America, averaging an increase of 5% per annum since 1950. Due to population expansion, growth 
on a per capita basis approximates 1.5% annually. Recently the rate of increase in the Gross National 
Product appears to be declining. 


On its international trade account, imports of goods to Guatemala since 1957 have exceeded exports 
in every year except 1966. The country’s deficits in its services account are caused principally by payments 
for foreign cargo and passenger transportation, insurance payments, expatriation of funds by foreign firms 
by way of dividends and other payments, and foreign expenditures by Guatemalan tourists. Due to the 
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agrarian nature of its economy, agricultural products consisting mainly of coffee, cotton and sugar account 
for nearly 90% (by value) of all exports. Coffee alone accounts for nearly 50%. Prices for products of this 
nature are subject to wide fluctuations. Guatemala belongs to the International Coffee Association and 
must abide by the export quotas set by it. Accordingly the country is encouraging the growth of its natural 
resource industries to improve its balance of trade. 

Guatemala has been a member of the Central American Common Market (CACM) since 1961. The 
CACM, which is strongly supported by the United States, is essentially a tariff union with free trade 
among its members for domestically produced items. While the existence of the CACM has on occasion 
been threatened by political disputes among its members, in the opinion of the Company its prospects 
appear favourable due to the strong body of favourable public opinion. Guatemala’s increase in trade 
has been due in part to its membership in the CACM. 

Guatemala has occasionally experienced difficulty maintaining a proper balance of payments and 
as a result has made standby arrangements with the International Monetary Fund from time to time. 
Foreign exchange laws of general application have been in force since 1962; however, special laws have 
been enacted in respect of the mining and petroleum industries. It is the opinion of the Company that 
its operations will be governed by these special laws. 

The development of natural resources is one of the prime objectives of the Government of Guatemala. 
In 1966 the Minister of Economy of Guatemala visited Italy, Holland, Germany, England and Canada 
seeking companies willing to participate in the development of Guatemalan natural resources. The 
Company’s interests in Guatemala were obtained as a result of this effort. In addition, the government has 
enacted the special income tax provisions referred to on page 6, and the Mining and Petroleum Codes 
of Guatemala both make the special provisions for foreign exchange described below. 

The Petroleum Code of Guatemala allows the holders of petroleum concessions to maintain abroad 
all funds generated by foreign sales of domestically produced petroleum. Such holders are also allowed 
to acquire without restriction any foreign currency reasonably required in respect of their domestic 
petroleum operations and are allowed to convert to any foreign currency and transfer abroad any funds 
on hand in excess of amounts required to sustain such operations. 

The Mining Code permits the Monetary Board to authorize the Bank of Guatemala to enter into con- 
tracts with a mining enterprise relating to the use of foreign exchange arising from foreign capital invested 
in a domestic mining enterprise. Such contracts may also guarantee rates of exchange and cover import 
‘ permits and the use and maintenance abroad of foreign exchange generated by domestic mining opera- 
tions to the extent that such funds are not required to maintain such operations. It is the opinion of the 
Company that its mineral operations will create an important source of foreign exchange and that its 
prospects for obtaining such a contract are favourable. 

Both the Petroleum and Mining Codes exempt from import duties all materials and equipment 
not manufactured in Guatemala or in the CACM which are essential for exploration and development of 
mining or petroleum concessions. 

Statistics on foreign investment in Guatemala are incomplete but available information indicates 
that there is more foreign investment in Guatemala than in any other Central American country. The 
total private investment from American sources was estimated at $250 million in 1966. Capital from Japan, 
Canada, West Germany, Switzerland, Venezuela, Mexico and some ten other countries has also been in- 
vested in Guatemala. Much of the recent capital has come from experienced investors such as Monsanto 
Company, Minnesota Mining & Manufacturing Company, Humble Oil & Refining Company, Texaco In- 
corporated, General Tire & Rubber Company, Standard Oil of California, Weyerhaeuser Company, Eli 
Lilly & Company and Philip Morris, Incorporated. The Company understands that the Guatemalan 
mining investment of The International Nickel Company of Canada Limited is $20,000,000. International 
Nickel’s most recent Annual Report states that in excess of $200,000,000 will be expended in respect of 
its program in Guatemala. 

Guatemala is a republic, with a popularly elected Congress and President. In the event that no pres- 
idential candidate wins a majority of the popular votes, his election is decided by the Congress. The 
Constitution of Guatemala supports an economic philosophy of free enterprise and prohibits expropriation 
without compensation. There are 22 political subdivisions (Departments) within the Republic, each of 
which has a governor appointed by the President. These subdivisions have no taxing power as the national 
government is responsible for fiscal policy and foreign investment. 
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Guatemala enjoys the distinction of being the only country in the world that has managed to throw 
off what was considered to be a communist government and resume the democratic process. The Communist 
Party has been outlawed since 1954. In 1967 there was intermittent guerrilla activity, believed to have 
been sponsored by Cuba. The government took stringent measures against guerrillas and today it is 
believed that activists number less than 200, divided into various small groups. Guerrillas do not enjoy 
popular support and do not influence national policy. 

In 1963 the military seized power by coup and stabilized the country. Popular elections were held in 
1966 and a ‘‘middle of the road”’ president was elected. New elections for President and Congress were 
held on March 1, 1970 with all three major political parties participating in the election. Don Carlos 
Arana Osorio, a conservative running on a platform of law and order and greater incentives to industry, 
was elected President and appears to have popular support. 


Taxes 

The normal corporate rate of taxation is graduated, with approximately $185,000 (U.S.) being paid 
in taxes on taxable income of $500,000 (U.S.), an average rate of 37%. Except as noted below, all taxable 
income above $500,000 (U.S.) bears tax at a rate of 48%. In order to encourage the decentralization of 
industry, the Income Tax Law provides an incentive to industry to establish outside of the Department of 
Guatemala. This incentive is in the form of a 20% reduction in the amount of income taxes otherwise 
payable. This has the effect of establishing the tax rate for income over $500,000 (U.S.), for companies 
established outside the Department of Guatemala, at 38.4%. All of the Company’s concessions are outside 
the Department of Guatemala, which contains the Republic’s capital, Guatemala City. 

In addition to the above tax incentives, Guatemala has had an Industrial Development Law since 
1962, which provided tax incentives to new industries. A new law, adopted in 1969, provides uniform in- 
centives throughout the Central American Common Market. Among the incentives offered under this 
law is the granting of an eight year tax holiday to new industries, including new industries established for 
the processing of minerals. . 

The Company has received the opinion of its Guatemalan counsel that its operations will qualify for 
all of these tax incentives. 


Wages and Labour Supply 

It has been the Company’s experience that, except for supervisory personnel who are brought from 
the U.S. and Canada, all skilled and unskilled positions, including geologists, engineers and mechanics, 
can be filled locally. Labourers are industrious and easily trained. The present minimum daily wage 
in Guatemala is equivalent to $0.70 (U.S.). Well trained, semi-skilled personnel are available at $1.50 
(U.S.) per day. For many years the Hoover family interests operated a mine located approximately 
50 miles from the Company’s copper property. This mine has exhausted its known ore and its mining 
and flotation technicians are expected to be available to the Company. 


Mining and Petroleum Concessions 

Under the Mining and Petroleum Codes of Guatemala two types of exclusive mineral or hydro- 
carbon concession are granted, namely an exploration concession, giving the holder the exclusive right to 
explore for minerals or oil and natural gas in a named area, and an exploitation concession, giving the holder 
the exclusive right to extract minerals or oil and natural gas from a named area. 


Under the Mining Code an exploration concession is granted for an original term of up to three 
years. If the holder has complied with the requirements of the Mining Code, the exploration concession 
may prior to its expiry be renewed for up to 50% of its original area for an additional period or periods 
up to a total, including the original term, of five years. An exploration concession, if in good standing, may 
be converted into an exploitation concession or concessions on payment of a fee amounting to approxi- 
mately $0.20 (U.S.) for each acre so converted. Exploitation concessions are valid for a period of 40 years 
and are renewable for a further period of 20 years prior to expiry of the original term. Royalties payable to 
the Government of Guatemala in respect of minerals extracted amount to 7%, based on the value of the 
ore at the mine shaft collar. This value is arrived at by deducting from sales revenues all above-ground 
costs in respect of handling and processing, including all sales, smelting, treatment, beneficiation and 
transportation charges, and by deducting depreciation on all equipment located above-ground calculated 
on an 8% per annum straight-line basis. Of the 7% royalty, 1% is remitted by the Federal Government to 
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the municipality in lieu of all local taxes and 1% is paid to the landowner in lieu of all claims by him for 
compensation. 

Under the Petroleum Code an exploration concession is granted for an original term of 6 years. 
If the holder has complied with the requirements of the Petroleum Code, the exploration concession 
may, prior to its expiry, be renewed with regard to all of its original area for two further periods of 2 
years each. An exploration concession, if in good standing, may be converted in respect of up to 50% of its 
original area into an exploitation concession upon application to the Government at the time the holder 
is prepared to drill the first well, or automatically assumes the quality of an exploitation concession 
when petroleum in commercial quantities is discovered as a result of exploration. In the latter instance the 
concession holder has up to 5 years to decide which portion of the exploration concession it wishes to 
keep. Exploitation concessions are valid for a period of 40 years, and are renewable for a further period 
of 20 years following expiry of the original term. Royalties payable under the Petroleum Code in Guate- 
mala (including to the municipality and the landowner) in respect of hydrocarbons amount to 124%, 
based on value at the well-head. 

Concessions Held 
Resources presently owns directly or indirectly the following exploration concessions issued by the 


Ministry of Economy of Guatemala. See the Concession Location Map on pages 18 and 19. 
Approximate Present 


Locality by Original Date Area of Concession 

Concession Department of Grant in Sq. Miles Minerals 

Azufres de El Quiche Sept. 17, 1966 1620 Sulphur and 

Guatemala Alta Verapaz (1,037,017 acres) hydrogen sulphide 

(Note 1) El Peten gases 

Azufres de El Peten Nov. 18, 1966 1173 Sulphur and 

El Peten (Note 2) (750,579 acres) hydrogen sulphide 
gases 

E] Tigre El Peten Jan. 16, 1967 762 Sulphur and 

(487, 798 acres) hydrogen sulphide 

gases 

Oxec Alta Verapaz Aug. 26, 1966 30 Copper, iron, 

(Note 3) (19,484 acres) nickel, cobalt, 
zinc, lead, gold, 
quartzite and 
silver 

Marichaj Alta Verapaz Nov. 10, 1966 49 Nickel, cobalt, 

(Note 3) (Note 2) (31, 631 acres) copper, iron, zinc, 
lead, silver and 
gold 

Transvaal Alta Verapaz Dec. 15, 1969 200 Nickel, copper, 

(Note 3) (127, 743 acres) cobalt, zinc, lead, 
gold and silver 

6 Petroleum El Peten March 10, 1970 1457 Petroleum 


Concessions Alta Verapaz (932,677 acres) and natural gas 
#30, 53, 57, 62, 63, 64 El Quiche 
(Note 4) 


Nore 1. The concession ‘“‘Azufres de Guatemala” has been transferred to a Guatemalan company owned jointly by Monsanto 
and Resources. (See ‘‘Sulphur Exploration’”’ on page 14). 
2. Formal resolutions renewing these concessions are pending. 
3. Resources has agreed with Nicol, Anleu y Rodriquez, Sociedad de Responsabilidad Limitada, the original holder of these 
concessions, to pay a royalty of 4.4%, computed on the same basis as the royalty payable to the Government of Guatemala. 
4. Resources has entered into a contract with Mr. Rudi Weissenberg Martinez, a Guatemalan citizen, who was the successful 
bidder for six petroleum exploration concessions, most of which overlie the sulphur concessions. Under the contract 
Resources has the right to explore and exploit these concessions, taking all production in return for a royalty of 2%, com- 
puted on the same basis as the royalty payable to the Government of Guatemala. Resources has entered into an exploration 
agreement with Monsanto covering a portion of Blocks Nos. 57, 63 and 64. (See ‘‘Petroleum Exploration” on page 10). 
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Resources has obtained all of the required approvals from the appropriate ministries of the Govern- 
ment of Guatemala acknowledging satisfactory compliance with all obligations to perform work or make 
expenditures required to date to maintain the concessions in good standing, and does not anticipate any 
difficulty in continuing to meet these obligations. In addition, Resources has carried out sufficient geological 
and exploration programmes to determine the most favourable areas for exploration and subsequent 
exploitation on each of its concessions and is of the opinion that upon renewal of these concessions or the 
conversion of them into exploitation concessions, no highly favourable areas will be released. Under 
existing arrangements with Monsanto, the annual expenditures required to be made by Resources to 
maintain its exploration concessions in good standing do not exceed the sum of $200,000 (U.S.) in the 
aggregate. 


Consultant’s Reports 


DeGolyer and MacNaughton, Consulting Geologists, 5625 Daniels Avenue, Dallas, Texas, were 
retained to prepare an evaluation of the petroleum, sulphur and copper prospects contained in the con- 
cessions held by Resources in Guatemala. Their reports, made in March, 1970, have been submitted to 
Resources and signed copies have been filed with each of the Securities Commissions requiring such filing 
in the provinces of Canada in which the shares offered by this prospectus are to be sold. The copies are 
available for inspection at the offices of those Securities Commissions. 


Data used in those reports were obtained from Resources’ offices in Guatemala City, in the field, from 
government offices in Guatemala, from records maintained by the Monsanto Company and from reports 
of other consultants. 


Trips to Guatemala were made by a representative of DeGolyer and MacNaughton in May, 1969, and 
March, 1970. During these two trips inspections were made of files and maps in Resources’ offices and 
core from core holes at the Las Tortugas Dome were examined on both occasions. Core samples and other 
pertinent data concerning the Oxec copper property were examined on the latter trip only. 


Copper 
Exploration 


Resources has discovered a deposit of high grade copper on the Oxec concession. An outcropping 
of chalcopyrite was discovered on the Oxec concession in 1967 during a preliminary reconnaissance survey. 
In 1967 two adits were driven into the hillside for distances of 50 and 72 feet respectively and yielded 
an average grade of approximately 1.7% copper over their entire length. As a result of this preliminary 
survey Seigel Associates (International) Limited, Consulting Geophysicists, of Toronto were engaged 
to conduct an induced polarization survey. The investigation by Seigel Associates revealed three large 
anomalies. A geochemical survey showed that two of these zones had closely associated geochemical 
anomalies in areas of favourable geology. These initial results were sufficient encouragement to warrant 
further exploration. 


Inspiration Limited was engaged to do 5,000 feet of drilling on the site of the geochemical and 
geophysical anomalies. In the first half of 1969 this drilling revealed high grade copper mineralization. The 
extent of this mineralization could not be determined within the initial drilling program. From August 15, 
1969 to December 15, 1969, a new drilling programme proved the existence of two zones of high grade 
copper mineralization and indicated a third zone. This drilling showed excellent correlation with the 6 
millisecond chargeability contour from the Seigel induced polarization survey. 


As of December 15, 1969, the drilling had shown 638,000 tons of drill indicated reserves, with an 
average grade of 2.71% copper. On January 15, 1970 drilling was resumed to develop additional ore 
reserves. 


In a report dated April 27, 1970 DeGolyer and MacNaughton reported on their investigation of the 
reserves of copper ore developed in the I.P. Zone 2 area to March 15, 1970. 
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As a result of their investigation, DeGolyer and MacNaughton reported that as of March 15, 1970 
Resources had developed 1,076,475 tons of drill indicated reserves averaging 2.62% copper and 216,078 
tons of drill indicated probable reserves averaging 2.13% copper. No dilution factor has been applied to 
these calculations. They also reported that drilling subsequent to March 15, 1970 and not included in 
their tonnage calculations indicated that an additional copper reserve may be present in the geophysical 
anomaly just north of the IP Zone 2 geophysical anomaly. DeGolyer and MacNaughton also reported that 
the prospects were good for the discovery of additional copper bearing bodies associated with the geo- 
physical anomalies already detected. 


The DeGolyer and MacNaughton report does not include additional areas on the concession where 
measurable quantities of copper mineralization have been discovered, nor the results of drilling after March 
15, 1970. 


A Turam Survey conducted by Seigel Associates of Toronto in late 1969 has detected two new 
Turam anomalies of 1,000 feet and 1,450 feet both extending past the present grid borders and as yet 
unexplored. 


Subsequent drilling has shown that drill hole no. 58 located approximately 350 feet north of areas 
covered by the DeGolyer and MacNaughton ore calculations is an extension of the main ore zone. The 
assayed results of this hole were 2.7% copper over a distance of 24 feet. No drilling has been performed 
north of this hole to date to define the maximum length of the strike. 


The reserves reported by DeGolyer and MacNaughton occur in three shoots, the largest of which 
now has a strike length of approximately 1,500 feet and is open in both directions. The deposit varies in 
width from 20 to 100 feet and the top of the vein extends to within 50 to 100 feet of the surface. 


Metallurgical tests performed by Lakefield Research Laboratory show that the ore is readily amenable 
to flotation and 26% to 27% copper can be produced with 94% recovery. 


One of the Company’s mining consultants, Mr. D. R. Wilson, has reported that he anticipates the Com- 
pany’s mining costs to be less than those of a similar operation in Canada, assuming that underground 
development does not encounter anything of an unusual nature not detected in his examination of pertinent 
drill cores. In the opinion of the Company’s engineers there are now sufficient reserves to warrant under- 
‘ground development. On June 22, 1970, the Company engaged a joint venture comprising Kilborn Engi- 
neering Limited and Resources Engineering of Canada Limited, both of Toronto, to commence the 
preliminary design of a 1,000 ton per day mine plant and concentrator. The construction of the concentra- 
tor will commence when, in the opinion of independent consultants, sufficient proven ore reserves have 
been developed to warrant such construction. 


The Oxec copper property is approximately fifteen air miles from the Rio Polochic. This river has 
regular commercial barge traffic to the Atlantic seaport of Puerto Barrios, a distance of 90 miles. The 
property is also seven miles from the town of Cahabon which is served by an all-weather road. The Govern- 
ment of Guatemala is now constructing a road from Cahabon which was within three miles of the property 
on May 31, 1970. 


Sumitomo Metal Mining Co., Ltd. 


On June 20, 1970 the Company exchanged a letter of intent with Sumitomo Metal Mining Co., 
Ltd., (“‘Sumitomo’’) relating to a programme for the development of the Oxec copper concession, subject 
to approval of the Japanese government and execution of a formal contract. 


Under this arrangement: 
(a) The Oxec concession will be transferred to a new company to be wholly owned by Resources; 


(b) Over 7 years, Resources will sell to Sumitomo Oxec’s total production amounting to not less than 
200,000 tons of concentrates containing 26% copper; 


(c) Sumitomo will make advance payments to the new company for the purchase of concentrates of 
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up to $5,000,000 (U.S.) and such payment will be used to finance all capital cost of the Oxec mine 
and of a 1,000 tons per day concentrating mill and to provide reasonable working capital; 


(d) Sumitomo’s advance payments will be applied against the supply to them, over 5 years, of approx- 
imately 30,000 tons of concentrate; 


(e) All concentrates sold to Sumitomo will be sold at prevailing world prices, subject to a minimum of 
38¢ (U.S.) per pound until the Sumitomo advance payments are satisfied by deliveries and, with 
respect to the 30,000 tons referred to in paragraph (d), subject to a maximum of 50¢ (U.S.) per pound; 


(f) The price for the 30,000 tons of concentrate delivered under paragraph (d) will be discounted at an 
annual rate of 8.5% from the scheduled time of delivery to the date the relative funds are deposited 
to the account of the new company; 


(g) As security for its advance payments, Sumitomo will be granted first charges on all assets of the new 
company, including the Oxec concession; 


(h) After Oxec has been in production for 5 years, Sumitomo will be entitled to a 25% interest in all 
future profits; and 


(i) Until Sumitomo’s advance payments are satisfied by concentrate deliveries, the new company may 
not pay dividends which would reduce its working capital below $2,500,000 (U.S.). 


At any time before August 31, 1970, Sumitomo may terminate the above arrangements, if Sumitomo 
reasonably determines that: 


(i) The capital cost of the Oxec project would exceed $5,500,000 (U.S.); or 


(ii) Based on a copper price of 50¢ (U.S.) per pound, the drill indicated ore reserves at Oxec are 
insufficient to repay the capital cost of the Oxec project plus interest at 8.5% per year. 


Export-Import Bank 


The Company has also arranged, as alternate financing, a preliminary commitment from the Export- 
Import Bank of the United States for a direct loan of the lesser of $1,147,080 or 40% of the cost of any 
United states goods and services to be supplied in constructing a mill on the Oxec copper property. This 
preliminary commitment provides that the Export-Import Bank will guarantee other borrowings by the 
Company up to an amount equal to that of the direct loan. The guarantee fee is one half of 1% per annum 
computed on the amount of such other borrowings outstanding. Interest on the loan would be 6% per 
annum, and the loan would be repaid in ten equal semi-annual instalments the first of which would mature 
within six months after the estimated completion date of the mill. The obligation of the Company to repay 
its indebtedness to the Export-Import Bank must be unconditionally guaranteed by a guarantor satis- 
factory to such Bank. Such a guarantee is normally provided by a local institution, but the Company has 
not yet attempted to obtain the guarantee from any institution in Guatemala. The Company is obliged to 
pay 10% of the cost of such United States goods and services and the principal exporter of such goods and 
services is required to finance the mill by loan to the same extent. A final commitment requires approval 
by the United States National Advisory Council on International Monetary and Financial Policies. 


Petroleum Exploration 


Resources entered into a contract dated April 1, 1968, subsequently replaced by a contract dated 
February 21, 1970, with Mr. Rudi Weissenberg Martinez, who was the successful public bidder for six 
petroleum grants (concessions), which for the most part overlie Resources’ sulphur concessions. This 
contract gave to Resources the right to explore and exploit the six concessions, obtaining all production 
therefrom, in return for a royalty of 2%. Resources furnished the proofs of technical and economic capacity 
required by the Guatemalan Government and the concessions were formally issued on March 10, 1970. 


The area covered by these petroleum concessions is approximately 933,000 acres and was selected 
on the basis of technical information obtained from Resources’ exploration for sulphur. 
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DeGolyer and MacNaughton Report 

In their report dated March 21, 1970, De Golyer and MacNaughton indicated that five of Resources’ 
six petroleum concessions, Nos. 53, 57, 62, 63 and 64, appear to be attractive for further investigation by 
drilling of the “discovered oil” and for continuing investigation of existing surface geologic structures and 
of structures indicated by gravity anomalies. They noted that the presence of surface structures in 
Resources’ sixth petroleum concession, No. 30, along with the presence of porous intervals and live oil 
shows in exploratory wells drilled for oil in the area, make this concession worthy of further investigation. 


In referring to the above five petroleum concessions, DeGolyer and MacNaughton noted that 
the recently conducted core-drilling program at Las Tortugas Dome has shown this surface expression to be 
a salt intrusion with dipping and porous oil-bearing zones, some capable of flow, in the flanking beds and 
caprock and that oil has been tested, and porous intervals are present in the two exploratory wells drilled 
by others for oil in the concession. Drilling at Las Tortugas Dome, surface geologic work and gravity inter- 
pretation, indicate that other salt-influenced structures are present in the area covered by these petroleum 
concessions. The presence of large surface structures in the concessions shows, even if salt movements 
were small or nonexistent, the magnitude of tectonic movement was sufficient to fulfill the requirement 
for hydrocarbon trapping. The origin of the salt is thought to be the Todos Santos formation. 


The Las Tortugas structure may be similar to the salt-influenced structures of the Isthmus Saline 
Basin or Isthmus-Tabasco Saline Basin of Mexico where local highs are also located on salt ridges. 


The surface geologic work and gravity interpretation show other surface-subsurface geologic structures 
to be present which are most probably genetically related to the surface structures. The Cretaceous 
sedimentary section is estimated by DeGolyer and MacNaughton to have a thickness of some 9,000 feet. 


The 17 core holes at Las Tortugas Dome give adequate subsurface control of approximately 700 
acres. On the western end of the dome, a salt spring emits hydrogen sulphide gas; and the surface expres- 
sion of a fault is indicated by the drainage pattern. Three small, fresh water lakes are in the top of the 
dome. 


Designated Oil Shows 


Eight of the core holes that helped define the salt intrusion and flanks of the Las Tortugas Dome 
have encountered oil and have special significance. Of the remaining nine core holes, eight penetrated 
‘salt after drilling only Tertiary breccia; and one core hole reached salt after penetrating a section above 
the salt which may be part of the Coban formation or possibly a poorly developed caprock. A total of 
13 core holes encountered salt and have defined the areal extent of the salt mass. These core holes found 
salt at depths ranging from 196 to 2,932 feet. Two core holes penetrated caprock and two core holes pene- 
trated zones tentatively identified as caprock at depths ranging from 1,639.5 to 2,508 feet. The cores from 
the eight core holes that penetrated the flanking Coban formation have found apparent dips of this 
formation to range from 5 to 70 degrees. These apparent dips, as a general rule, decrease steadily with 
depth. Measured-hole deviations in one core hole drilled on the southwest flank are 20 degrees at 880 feet 
and 40 degrees at total depth of 3,002 feet; and another core hole drilled on the east flank are 5 degrees at 
1,000 feet, 20 degrees at 2,000 feet, and 22 degrees at 2,200 feet. It is felt that the remaining core holes, 
at least on the flanks, are deviated, thus making the apparent dips from the cores less than the true 
dips. If this is true, the Las Tortugas Dome salt mass is flanked by a steeply dipping Coban formation. 
Seven core holes encountered sulphur. 


As the DeGolyer and MacNaughton Report indicates, eight core holes have encountered oil. These 
are located on the northern, eastern, western, and southwestern flanks of the Las Tortugas Dome. Oil- 
bearing zones are found in the porous-to-tight zones in the Coban formation and in the caprock. Four 
of these core holes have indications of oil at the surface. Core holes on the northern and northwestern 
flanks, Las Tortugas 9B, 13, and 14 have produced oil trom porous zones tentatively identified as caprock 
after encountering oil shows in porous and tight intervals in the Coban formation. From a rough cor- 
relation, it appears that Las Tortugas-14, which is approximately 100 meters north of and downdip 
from Las Tortugas-9B, produced oil from the same zone which flowed in Las Tortugas-9B. The depths 
of these when the flows occurred were 2,298 feet in Las Tortugas-9B, 2,310 feet in Las Tortugas-13, 
and 2,508 feet in Las Tortugas-14. Las Tortugas-9B was mechanically abandoned at this depth, Las 
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Tortugas-14 was deepened one foot before it was mechanically abandoned, and Las Tortugas-13 was 
cored ahead into the salt and reached total depth at 2,342 feet. Another core hole, Las Tortugas-1, had 
indications of oil on the pits, probably from a fractured anhydrite of the Coban formation. The measured 
gravity of this oil is 18.5 degrees API at 60 degrees Fahrenheit. The cores indicate the top of the oil is 
1,474 feet, and the oil is black and asphaltic below 1,485 feet. Las Tortugas-9B had a measured surface 
pressure of 200 pounds per square inch on the drill pipe when the flowing zone was encountered and before 
it began to flow through and around the casing. The surface pressure, after attempts had been made to 
kill the flow, was 100 pounds per squareinch on the drill pipe and 70 pounds per square inch on the 
casing. The oil flow, after attempts had been made to kill it, was estimated to be 140 barrels of oil per 
day with a low gas-oil ratio. The flow was stopped using drilling mud weighing 12 pounds per gallon. 
The measured gravity of the oil was 28.32 degrees API at 20 degrees Centigrade (or 68 degrees Fahrenheit). 
Las Tortugas-14 headed a small quantity of oil and before killing the flow the measured surface pressures 
were 130 pounds per square inch on the drill pipe and 70 pounds per square inch on the casing. The 
measured-oil gravity is 32.41 degrees API at 60 degrees Fahrenheit. Las Tortugas-13 had 200 to 300 
gallons of oil on the pits. After abandonment, oil began to bleed to the surface and the core hole was 
recemented. 


The percentages of sulphur in the crude oils analyzed range from 1.90 in Las Tortugas-14 to 2.67 
in Las Tortugas-1. In the four core holes that had oil shows but had no indications of oil at the surface, 
Las Tortugas-2, Las Tortugas-16B, and Las Tortugas-17 had oil in the cores taken in the porous-to- 
tight carbonates and evaporites of the Coban formation. Only Las Tortugas-17 reached caprock at a 
depth of 1,639.5 feet, and this interval was oil stained. The depth of the salt in this core hole was 1,641 
feet. Core analyses, from a carbonate-evaporite interval in the Coban formation with oil stains 1,708 to 
1,711 feet in Las Tortugas-16B, have porosities ranging from 2.1 to 28.5 percent; permeabilities from 
0.1 to 71.0 millidarcys; and oil saturations ranging from 2.8 to 26.8 percent. The fourth core hole with 
oil shows, Las Tortugas-3, had asphaltic oil present in a fractured Coban-formation anhydrite. 


Core drilling at Las Tortugas Dome has shown that oil will flow with measurable pressures from 
porous intervals flanking the Las Tortugas Dome salt mass. These dipping porous intervals are probably 
effectively sealed updip by the salt. Because of subsurface conditions and surface equipment, the measure- 
ments of the oil flow are not considered to be indicative of the production potential of the zones encountered. 
The attempts to kill the wells undoubtedly caused formation damage, and the ability of these zones to 
maintain sustained production is not known. An examination of the surface pressures present at four 
core holes in March 1970 showed that the flow had effectively been stopped by plugging operations. 


Previous Exploration Drillings by Others 


San Roman No. 1, another exploratory well drilled for oil in the petroleum concessions, tested 
hydrogen sulphide and oil on open-hole drill-stem tests in an anhydrite dolomite sequence of the Cretaceous 
Coban formation. This well was drilled in a small seismic closure some two miles long and one mile wide 
with an apparent vertical closure of over 650 feet. From an open-hole drill-stem test of the interval 
7,930 to 7,977 feet, 840 feet of highly gas-cut oil and 600 feet of highly gas-cut oil with some mud were 
recovered after the tool was kept open for one hour. Gas did not surface, and there was no indication of 
water in the fluid recovered. The gravity of the oil was reported to be 16 degrees API. The second open- 
hole test, from 8,920 to 8,950 feet, flowed hydrogen sulphide gas at an initial rate of 72,300 cubic feet 
per day, which decreased to 5,870 cubic feet per day after 51 minutes. A total of 630 feet of gas-cut black 
oil with a gravity of 16 degrees API was recovered, and no water was noted. The cores from San Roman 
have some dolomites with good porosity, and the microlog shows good separation in some dolomites. 
The microlog indicates over 1,500 feet of porous interval were penetrated in this well, and two porous 
zones have individual thicknesses of over 200 feet. 


The other exploration well in this part of the Guatemalan Petén Basin, Chinajé No. 1, was drilled 
three kilometers east of petroleum concession 64. It is located near the top of the Chinaja surface structure 
which was checked by spot seismic work prior to drilling. This well penetrated a monotonous section 
of Cretaceous Coban-formation anhydrite and dolomite. Four open-hole drill-stem tests were conducted, 
and three yielded satisfactory results. The interval from 10,005 to 10,036 feet tested sour gas to the 
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surface in 13 minutes and had an initial gas-flow rate of 173,000 cubic feet per day that decreased to 
44,600 cubic feet per day after one hour. The fluid recovery was 60 feet of clean, sour crude oil having 
a gravity of 36.5 degrees API and 240 feet of highly gas-cut oil and a black sulphur residue. No water 
was recovered. From the interval 10,041 to 10,113 feet, 30 feet of mud slightly cut with sour crude oil 
was recovered; and no water was apparent in the fluid recovered. A total of 2,825 feet of slightly salty 
sulphur water heavily cut with sulphur gas was recovered from the interval 10,498 to 10,540 feet. During 
this test, the tool partially plugged with lost-circulation material. The drill pipe in Chinaja No. 1 parted 
because of the chemical action of hydrogen sulphide and sulphur water. At a depth of 10,607 feet in 
Chinaja No. 1, the rig crew was given instructions on the hazards of hydrogen sulphide gas and caustic 
soda and on the use of gas masks. The cores from Chinaj4 No. 1 have some porosity in the dolomite 
intervals but exhibit less over-all porosity than the cores from San Romén No. 1. It has been interpreted 
by DeGolyer and MacNaughton that Chinaja No. 1 was drilled on the roll-over into a fault or near 
the fault plane itself. It is considered by them that this is probably true since the section is monotonous, 
indicating the bore hole was nearly parallel to the bedding planes and the fractures in the cores are nearly 
vertical. DeGolyer and MacNaughton have noted that if this is the case, Chinaj4 No. 1 penetrated 
only a portion of the prospective section even though the total depth was 10,806 feet. 


The Company’s sixth petroleum concession is located just north of the crest of the La Libertad Arch 
and exploratory well San Francisco No. 1-A and approximately 11 kilometers west of exploratory well 
Petén Itza No. 1. Several northeast-southwest and east-west-trending anticlinal structures have been 
mapped in the concession. DeGolyer and MacNaughton stated that from surface geologic information 
and from exploratory wells drilled for oil in the area,\this concession is worthy of further investigation. 
Oil exploration work has been concentrated adjacent to and south of the La Libertad Arch and from 
information available, the sedimentary sequence should be a thick, predominately carbonate-evaporite 
sequence in which porous intervals may occur. The sedimentary section in this concession should be 
similar to that encountered in Petén Itza No. 1, which is essentially on depositional strike with it. Aero- 
magnetics have been interpreted by DeGolyer and MacNaughton to show en echelon down-to-the-north 
faults north of the La Libertad Arch. The presence of salt-influenced structures has not been determined, 
but some salt should be present in the evaporite part of the sedimentary sequence. 


The Report notes that the results of the exploratory drilling for oil have shown the presence of live 
’ oil, hydrogen sulphide gas, sulphur, and porous intervals along the La Libertad Arch. Two exploratory 
wells located on structures immediately north of the La Libertad Arch, Laguna Blanca No. 1 and Petén 
Itza No. 1, encountered live and dead oil shows and porous intervals. One exploratory well, San Francisco 
No. 1-A flowed from separate intervals, hydrogen sulphide gas, salt water with a reported 5% oil, and water. 
Asphalt, heavy oil, and dead oil shows were noted in the samples and pinpoint porosity was noted in some 
of the dolomites. Two shallow Uaxactun core holes, drilled to the northeast, failed to confirm the presence 
of a salt structure indicated by gravity work. 


Monsanto Oil Agreement 


On May 7, 1970, Monsanto and Resources entered into an agreement (the ‘‘ Monsanto Oil Agreement’’) 
whereby Monsanto is entitled to earn a 50% interest in a specified 274,000 acres out of Resources’ 
933,000 acres under petroleum concession. Under that agreement Monsanto paid to Resources the 
sum of $100,000 (U.S.) and agreed to drill 5 wells to test the 4,000 foot zone (a minimum of 20,000 feet of 
drilling). The first of these wells was commenced on May 30, 1970. The agreement also provides that by 
December 31, 1971 Monsanto will conduct a seismic or other geophysical program at a minimum cost of 
$250,000 (U.S.) to determine whether closure exists in the major structures. If closure is found to exist, 
Monsanto must drill a well to test the 9,000 foot zone. Thereafter, Monsanto may elect to either continue 
or discontinue its exploration work, but Monsanto will not become entitled to any interest in the specified 
acreage of Resources’ petroleum concessions until it has proved a petroleum reserve of not less than 
50,000,000 barrels of recoverable petroleum or the hydrocarbon equivalent. 


All work performed by Monsanto is to be done at its sole cost and expense, and all work up to deter- 
mining the existence of a petroleum reserve of the above size must be done at a rate not less than 
$100,000 (U.S.) per quarter. After 50,000,000 barrels of reserves are proven, all future development costs 
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will be shared equally between Monsanto and Resources. Under an agreement dated March 23, 1970, 
Resources’ portion of any oil production subject to the Monsanto Oil Agreement is also subject to an oil 
payment of $250,000 (U.S.) payable as a finder’s fee to Leonard L. Limes, New Orleans, Louisiana. 


The area covered by the petroleum rights lies 100 to 150 miles from the Atlantic seaport of Puerto 
Barrios, Guatemala. The intervening terrain is generally flat and suitable for pipeline construction, which 
for the most part could be above ground. An exploitation concession confers the right to the concession 
holder to obtain rights of way for the construction of gathering systems and pipelines. 


Markets 


Guatemala currently requires 15,000 barrels per day of petroleum which is mostly imported in the 
form of crude oil. Guatemalan customs regulations would give domestic production preference over 
imported foreign crude oil in supplying this market. Texaco owns a refinery on the Pacific Coast of Guate- 
mala, and Standard Oil of California and Shell jointly own a refinery on the Atlantic Coast of Guatemala, 
both of which now operate on imported crude oil. 


In addition to the Guatemalan domestic consumption, the balance of the Central American Common 
Market (CACM) countries currently consume 35,000 barrels per day for a total of 50,000 barrels per 
day in the CACM. There is no crude oil production now in the CACM, and this fact, coupled with the 
CACM’s preference for production of sister countries, makes the CACM the second most likely market 
for crude oil production from Guatemala. Any additional crude oil over the requirements of Guatemala 
and other countries of the CACM would have to be sold in world markets in competition with crude 
oil produced in Venezuela, Africa and the Middle East. The cost of pipeline transport of Guatemalan 
crude oil from the concessions to the closest seaport would be low relative to most other inland producing 
areas in the world. 


Sulphur Exploration 


Resources has carried out detailed exploration. programmes for sulphur and sulphur gases in the Peten 
Basin of Guatemala. Although these programmes were directed primarily to sulphur and sulphur gas 
exploration, a large amount of geological, geophysical and stratographic information has been obtained 
which will substantially reduce the time and cost of petroleum exploration programmes now under way. 
Favourable geological areas were mapped by gravity meter and gravity contour maps were prepared. 
Camps were established at strategic locations and two-way radio communication was established between 
the camps and Guatemala City. Approximately 80 kilometers of access roads and 500 kilometers of 
access trails were constructed. A barge and a special self-propelled, twin-engine, shallow draft tug boat 
were constructed to provide economical transportation by water to the exploration site. An hydraulic 
drill rig capable of drilling to 1,500 feet depth was purchased and swamp buggies were obtained for rapid 
transportation over the site. 


Three sulphur exploration concessions are held by Resources in Guatemala; the Azufres de Guatemala 
Concession located in the Western part of the Guatemalan Peten Basin and the Azufres de El Peten 
and El Tigre concessions which are contiguous over an area in the Northeastern part of the Guatemalan 
Peten Basin. 


DeGolyer and MacNaughton Report 


An evaluation of these concessions by DeGolyer and MacNaughton indicates that the following 
factors have combined to make the western area of the Azufres de Guatemala concession attractive for 
the exploration of sulphur: 


at least one salt-influenced structure; 
the sulphur encountered in seven core holes drilled on and adjacent to that structure; 
the presence of oil on that structure; 


a spring emitting hydrogen sulphide gas; 
the test of hydrogen sulphide gas in two test wells drilled on this concession; and 


1 
Ds 
3 
4. the presence of what appears to be a limestone caprock in four of those core holes; 
5 
6 
7. the shallow depth of the sulphur occurrence. 
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The presence of a known salt-influenced structure, porous intervals and hydrogen sulphide gas makes 
the area also attractive for the exploration of hydrogen sulphide gas. 


In most of the area covered by the Azufres de El Peten and El Tigre sulphur exploration concessions, 
surface and subsurface information is lacking. From the information available, the area has surface 
structures and a thick, predominantly carbonate and evaporite sedimentary sequence in which porous 
intervals may occur. 


The presence of oil at Las Tortugas Dome indicates that one basic requirement for the formation of 
commercial quantities of sulphur has been met. The information available indicates that the Las Tortugas 
structure may be similar to the salt-influenced structures of the Isthmus Saline Basin or Isthmus-Tabasco 
Saline Basin of Mexico. It is in this region of Mexico that large deposits of sulphur have been found and 
are being produced. 


The 17 core holes at Las Tortugas Dome give adequate subsurface control over approximately 700 
acres. On the western edge of the dome, a salt spring emits hydrogen sulphide gas. Seven of the core holes 
on the Las Tortugas Dome have encountered sulphur and are of special significance. A total of 13 core 
holes encountered salt and have defined the areal extent of the salt mass. These core holes found salt 
at depths ranging from 196 to 2,932 feet. Two core holes penetrated caprock and two core holes penetrated 
zones tentatively identified as caprock. Eight core holes enountered oil. The depths of the sulphur occur- 
rences range from 833 to 2,790 feet in the core holes drilled at the Las Tortugas Dome. 


The sulphur is generally present as vug and fracture fillings. Two of the 7 core holes encountering 
sulphur had suitable percentages of sulphur and also had indications of oil. These two core holes are located 
on the Northern and Northwestern flanks of the dome. The sulphur in the Northern flank core hole is 
in the interval 1,036.5 to 1,037.1 feet. The crystalline sulphur in this hole is in the dolomites, limestones 
and anhydrites above the caprock and was visually estimated to be in the range of 15 to 25 percent of 
the rock volume. The core hole on the Northwestern flank encountered sulphur in the intervals 2,296 to 
2,298 feet and 2,304 to 2,306 feet in the oil stained limestone caprock. The crystalline sulphur was visually 
estimated to be 7 to 10 percent of the rock volume. This core hole also had sulphur shows in limestones 
and some dolomites of the overlying formation. 


Monsanto Sulphur Agreement 


Pursuant to an agreement dated March 25, 1969, between the Company and Monsanto, Monsanto 
agreed to provide funds for exploration work in the amount of $1,150,000 (U.S.) on the concession ‘‘Azufres 
de Guatemala’. Of this amount $350,000 (U.S.) had been spent prior to the signing of the agreement, 
$500,000 (U.S.) has been paid to the Company for use of the Company’s facilities and the balance of 
$300,000 (U.S.) was spent by August 31, 1969. Additional exploration expenditures are being shared 
equally by the Company and Monsanto. A further exploration programme was authorized in August, 
1969 and approximately $1,150,000 (U.S.) has been expended to date under this further programme. 
Monsanto is the Operator of the joint venture and will retain a 50% interest in the concession as long 
as it bears 50% of the costs of exploration and development. 


Marketing 


Normal access to the Tortugas Dome for personnel is by airplane or helicopter, requiring approxi- 
mately 1 hour’s flight from Guatemala City. For heavy supplies, Tortugas is reached by travelling ap- 
proximately 135 miles by road and 125 miles by river barge from the seaport of Puerto Barrios on the 
Atlantic coast of Guatemala. The Company operates a barge with a capacity of 35 tons on this river. It 
is the opinion of the Company’s engineers that in the event of a major discovery of sulphur, a new direct 
road approximately 125 miles in length should be constructed to Puerto Barrios. Government surveys 
are currently underway for such a road passing within 10 miles of the Tortugas Dome. This survey is 
part of the Government's program for opening this part of the country to industrial development. 


No export permits are required and no export taxes or fees are payable on sulphur exported from 
Guatemala. Resources’ sulphur concessions, particularly the concession Azufres de Guatemala, have 
ample quantities of fresh water and oil or gas for fuel available at the site for sulphur mining by the Frasch 
process which is the least expensive method of sulphur production. 
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The Company estimates that, if sulphur in commercial quantities is confirmed by exploration, it 
could be mined and transported to an Atlantic port for a cost equivalent to the transportation cost alone 
of by-product sulphur from Alberta to Vancouver. Consequently any sulphur produced should be com- 
petitive in world markets. 

Nickel Exploration 

Resources’ exploration for nickel on the Marichaj concession consists of detailed surface geology 
and sampling of the lateritic nickel deposits. Reconnaissance surveys and random test pits are being 
used to determine the likely areas of mineralization. After the discovery of suitable areas, test pits were 
dug on a grid pattern to obtain an indication of the extent and quality of the nickel mineralization. These 
test pits were 4 foot x 4 foot vertical shafts to a depth of between 50 and 100 feet, where the material 
became too difficult for hand work. The shafts were sampled by both bulk sampling during excavation, 
and later as a check, by continuous channel samples taken on two opposite sides of the shaft. In general 
the nickel values have continued to increase at depth and the analyses at the bottom of many of the 
holes show 1.5 to 1.8% nickel. Recently, selected sample pits were deepened and nickel mineralization 
as high as 2.18% was obtained. The area of mineralization covered by one of the deposits investigated 
is approximately 2,500 feet by 10,000 feet. Overburden varies from 5 to 30 feet. The thickness of the 
deposit generally is in excess of 50 feet; however many of the test pits are insufficient in depth to penetrate 
through the mineralized sections. From the increasing values encountered in these test pits at depth and 
from the experience of others in laterite deposits of this nature, the Company believes that the potential 
exists for the development of a commercial size lateritic nickel deposit averaging 1.5% or better. Less than 
10% of the area of the concessions determined to be geologically favourable for lateritic nickel deposits 
have been investigated to date. No attempt will be made to calculate tonnages until the extent and 
thickness of the deposit is determined. 


In the opinion of the Company, a deposit of approximately 50 million tons would be required to 
warrant commercial production. 


The area investigated to date lies immediately south of the Oxec copper discovery and is bounded 
on the east by concessions owned by a subsidiary of The International Nickel Company of Canada Limited. 
International Nickel has announced that it expects that in excess of $200,000,000 will be expended in 
development of this project, and the Company understands that it has spent approximately $20 million 
to date. 


Any access road from the copper property to the Rio Polochic would cross the Company’s Marichaj 
concession. This area is within 10 miles of water and road transportation. Ore could be transported this 
distance either by large trucks on a mining road or by conveyor or pipeline to a processing plant which 
could be constructed on the Rio Polochic. 


A plant to process lateritic nickel ores requires a large capital investment. It is the intention of the 
Company to seek partners with adequate financial resources and operating experience to carry out the 
remaining exploration programme on this concession. 


Petrotech, Inc. 


Petrotech, Inc. (‘‘Petrotech’’) is a private company incorporated in the State of Delaware on Novem- 
ber 6, 1969 and licensed to do business in the State of Michigan and in the Province of Ontario. The 
authorized capital consists of 500,000 preferred shares (all of which are issued and outstanding) and 
1,000,000 common shares of which 506,600 are outstanding. 


Under agreements dated as of June 30, 1970, the Company agreed to acquire 253,300 (50%) of 
the presently outstanding common shares of Petrotech in exchange for 148,042 of the Company’s common 
shares and 250,000 (50%) of the outstanding preferred shares of Petrotech in exchange for 27,000 of the 
Company’s non-cumulative convertible preference shares, Series A with a par value of $10 each. This series 
is convertible, at the par value thereof, into common shares of the Company at the price of $3.75 per share. 
Completion of these share exchanges is subject to a successful offering of the Company’s common shares. 
In addition, the Company has agreed to acquire, on the exercise of certain options held by persons 
associated with Petrotech, a further 20,000 common shares of Petrotech (or a portion thereof) on the 
same basis as stated above. 
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Petrotech currently owns 84,286 common shares of the Company and $200,000 (U.S.) principal 
amount of notes which are to be converted into 51,375 common shares of the Company on the same 
basis as the notes held by others (See ‘‘Current Indebtedness” on page 21). 

Financial statements of Petrotech appear on pages 31 to 34 of this prospectus. 

Activities 

Petrotech is primarily an oil and gas exploration company operating in the mid-west United States 
and Southern Canada and provides consulting petroleum engineering and geological services. Its main 
operating areas are in the State of Michigan and the Province of Ontario. Exploration operations are 
directed to the discovery and development of Niagaran Reefs in these areas. These reefs are unique 
in that they not only offer great potential for oil and gas reserves and production but are actively sought 
by major utilities for utilization as gas storage facilities. For this reason, there is an immediate market for 
sale of these fields to gas utilities on a total gas inplace purchase method. 


Two directors of Petrotech.(Messrs. B. B. Corden and W. L. Harvey) are the managing-operators of 
three limited partnerships namely, St. Clair Exploration Company, Reef Exploration and Development 
Company and Petroleum Investment Associates. Each is capitalized at $250,000 and the remaining 
funds in these partnerships available for exploration is approximately $450,000. These partnerships assist 
Petrotech’s exploration operations by participating in oil and gas drilling ventures for which Petrotech is 
the operator. By this method, Petrotech earns working interests varying from % to 4 at little or no cost. 


A significant part of Petrotech’s operations is the consulting petroleum geology-engineering services 
performed for oil and gas operators and gas utility companies within the industry. Petrotech is currently 
under contract to Union Gas Company of Canada to supply engineering assistance and recommendations 
in the conversion of the Bickford Gas Field to an operating gas storage facility. 


Properties 

From November 1969 to date Petrotech has acquired a total of 35,965 acres of oil and gas leases in 
Michigan. Of these, 26,972 acres are situated in the northern counties comprising Michigan’s new discovery 
area. It is in this area that five significant Niagaran Reef discoveries have been made, four since November 
1969. Approximately 9,000 acres are held in the Eaton-Barry County area in the South Central portion of 
Michigan. 

Petrotech holds, after deduction of all royalties, an 11.68% working interest in the Leonard Gas Field, 
Oakland County, Michigan. A purchase contract for gas from this field has just been completed with 
Michigan Consolidated Gas Company. 


Petrotech owns a 5% net interest in the Tiger Oil Field, Section 5, Columbus Township, St. Clair 
County, Michigan. To date this field consists of eight gas-oil wells spaced on 20 and 40 acre tracts prorated 
at 50 and 100 BOPD respectively. An oil pipeline connection into the field has just been completed. 


Plan of Distribution 


Through Grant Johnston Limited (the ‘‘Agent’’) as agent, the Company will offer for sale a total 
of 300,000 unissued common shares in the capital of the Company. 


150,000 of the common shares offered by this prospectus will be offered to the public at a price of 
$4 per share for a period of 90 days following the issuance by the Ontario Securities Commission of a 
final receipt for this prospectus. The Agent will be paid a commission of $50,000 if, but only if, all of 
such 150,000 shares are sold. The Company must receive subscriptions for all of those common shares 
within the said 90 days, and on default of receipt of such subscriptions, all subscription monies will be 
’ returned to subscribers. 


All subscription monies will be held by National Trust Company, Limited for payment to the Company 
if such subscriptions are received, and for return to the subscribers if the issue is not so subscribed. 


Subject to the foregoing subscriptions being received, the Company will offer an additional 150,000 
common shares at the market price prevailing from time to time, but at not less than $4 per share. The 
Company will offer these shares only through the Agent and commissions will be payable by the Com- 
pany to the Agent at the rate of 5% of the selling price of such shares. 


17 


\ 


Basic Resources 


n 
‘\ USA 


MEXICO 


Concessior 


GU: 


‘ 
. 


CENTRAL 
AMERICA 


<< 
TON a 


petroleum 
SISA 
812,400 aeran \\ 
SEEGER 
1,267 sq.mi. 


SS 


MEXICO 
HONDURAS |... 


PACIFIC OCEAN 


, A) 


AS i 
si NYG ' 


Azufres de Guatemala 


1,037,017 acres 
1,620 sq.mi. 


sulphur and sulphur gases 


QO MILES 100 200 300 


Scale—1":60 miles 


iternational Limited 


Location Map 


Se ee eee eee ee ee 


El Tigre 


487,798 


acres 


762 sq. mi. 


sulphur 
d ’ 
ered Azufres de El Peten 
gases 750,579 acres 
1,173 sq.mi. 
sulphur and sulphur gases 


Oxeca 
19,484 acres 
30 sq.mi. 


Marichdja 
31 B35 acres 
9 sq.mi. 


Transvaal A 


127,743 acres 
200 sq. mi. 


A indicates base metals concessions 


If the minimum of 150,000 common shares are sold, Grant Johnston Limited will have the option 
to purchase up to 25,000 common shares at the price of $4 per share, exercisable within 180 days after issue 
by the Ontario Securities Commission of a final receipt for this prospectus. 


Pooling Agreement 


By agreement dated as of August 14, 1970, certain shareholders of the Company (the ‘‘Shareholders’’), 
holding in the aggregate over 99% of the outstanding common shares in the capital of the Company (before 
giving effect to this offering) appointed Messrs. R. E. Bellamy and R. C. Heilig as selling agents (the 
“Selling Agents’) for such Shareholders. The agreement provides that during a period of 180 days 
from the date upon which the Ontario Securities Commission issues its final receipt for this prospectus, 
the Selling Agents shall have the sole authority to make sales of common shares on behalf of the Share- 
holders. During the first 60 days of such period the Selling Agents will not sell any common shares; from 
the 61st to the 180th day of such period, the Selling Agents may sell up to 170,000 common shares, but 
sales between the 61st and 120th day shall not exceed, in the aggregate, 85,000 of such common shares. 
If the Selling Agents intend to sell in excess of 10,000 common shares in any 5-day period, they must 
give 24 hours’ notice of such intent to the Agent. The agreement further provides that when the Selling 
Agents have sold 45,000 common shares, they must forthwith notify the Agent of such fact. Thereafter, 
the Selling Agents must give written notice to the Agent of any sale within 24 hours after such sale. 


Description of Shares 


The authorized capital of the Company consists of 500,000 non-cumulative redeemable preference 
shares with a par value of $10 each, issuable in series, and 10,000,000 common shares without par value. 


Preference Shares 


By supplementary letters patent dated August 7, 1970, 27,000 of the authorized preference shares 
of the Company were designated as non-cumulative convertible preference shares, series A. These shares 
have been reserved for issue in exchange for 50% of the preferred shares of Petrotech, Inc., as described 
under ‘‘Petrotech, Inc.” on page 16. 


There are no other preference shares allotted, issued or outstanding nor has the Company any plans, 
at the date hereof, for the issuance of any such shares. The terms and conditions attaching to any such 
preference shares will be determined from time to time by the Board of Directors. 


Common Shares 


The holders of the common shares are, subject in each case to the prior rights of the holders of the 
preference shares, entitled to receive pro rata such dividends as may from time to time be declared by 
the Board of Directors; are entitled to one vote per share at any meeting of the shareholders of the Company 
and are entitled upon liquidation, dissolution or winding up of the Company to receive, subject. to the 
prior rights of holders of the preference shares, such assets of the Company as are distributable to the 
shareholders. 


Dividends 


The Company has paid no dividends since its incorporation. 


Prior Sales 


In the twelve months prior to the date hereof the Company has issued 160,151 common shares for 
an aggregate consideration of $32,047. All of these shares were issued in conjunction with interim financing 
to the Company aggregating $535,000 (U.S.) and $125,000 at an interest rate of 10% per annum. See_ 
“Current Indebtedness”’ on the next page. 


As of June 30, 1970, the Company agreed to purchase 50% of the outstanding common and preferred 
shares of Petrotech, Inc. in consideration of the allotment and issue of 148,042 common shares and of 
$270,000 aggregate par value (27,000) non-cumulative redeemable convertible preference shares, series A 
of the Company. (See ‘‘Petrotech, Inc.’’ on page 16). 
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Current Indebtedness 


As at July 31, 1970, the current indebtedness of the Company included the amount of $2,012,580 
representing notes payable to shareholders ($1,323,604) and advances from shareholders and associated 
companies ($688,976). These figures include capitalized interest on a portion thereof as noted below. 
The holders of $1,743,052 of this indebtedness have agreed to accept common shares in the capital of 
the Company in satisfaction thereof upon the terms and conditions reflected in the following tables and 
the comments thereon. 


Principal Capitalized 
Amount of Interest to Rate of 
Name of Holder Indebtedness July 31, 1970 Interest Date of Loan 
Tectonic Enterprises Limited (1) $207,638. $36,205 Mae En 
GU:Ss) (U.S.) Advanced to Company’s 
; ; pat Guatemalan subsidiaries 
G kE . 
airpark Enterprises Limited (2) ey Weer 7% en Necinbern 066 5 
<2 a May, 1968 
“ea ei SSE 9 epee aa ee he fl OPA $ 4,014 de 
(U.S.) COS) 
Guazufres Holdings Limited (3). $196,155. $ 8,222 10% February 2, 1970 
2S ae ae oe ne $250,000. $ nil 10% In instalments from 


incorporation to June 15, 1970 


Notes 1. The only person beneficially owning more than 5% of the outstanding shares of Tectonic Enterprises Limited is J. D. Park. 


2. The only persons beneficially owning more than 5% of the outstanding shares of Gairpark Enterprises Limited are 
Guazufres Holdings Limited and J. D. Park. 


3. For details relating to Guazufres Holdings Limited see ‘‘Principal Shareholders” on page 22. 


The holders of the above loans have agreed to subscribe for an aggregate of 285,838 common shares 
at $4 per share. These subscriptions provide that the loans will be cancelled on the issuance of such shares 
but their effectiveness is conditional upon the Company receiving subscriptions for the minimum 150,000 
common shares offered by this prospectus. If these subscriptions become effective, the indebtedness is 
to be cancelled as of, and the principal amount (plus capitalized interest) converted to Canadian dollars 
at the exchange rate prevailing on July 31, 1970 of $1.00 (U.S.) for each $1.0275. 


Principal 


Amount of Number of Shares 
Name of Holder Indebtedness Date of Loan Purchased 
Pky GOW oe Seicsncunia $100,000 (U.S.) Dec. 10, 196¢ 41,142 
Retroteehrelnceswees... $200,000 (U.S.) Dec. 10, 1969 82,286 
Pane GOMnne ee. as $150,000 (U.S.) March 13, 1970 18,516 
Bebe wockwoods 4.4.5.5: $ 50,000 (U.S.) March 19, 1970 6,172 
W. B. Macdonald...... $ 50,000 March 24, 1970 Si 745 
Mrs. M. J. Gardner.... $ 25,000 (U.S.) June 30, 1970 3,086 
TNA oil ey MM COOLED, Pustedo ccs.ines $ 10,000 (U.S.) June 30, 1970 1,234 


All of the loans listed in the above table were made to finance the Company’s operations pending 
the completion of long-term financing. In consideration of those loans the Company issued promissory 
notes bearing interest at 10% per annum and gave the lenders the right to subscribe for common shares 
in the capital of the Company at the price of 20¢ per share, at the rate of 12.345 common shares for each 
$100 (U.S.) principal amount advanced, except for the loans made by P. C. Golffing and Petrotech, Inc. 
on December 10, 1969. In partial consideration of these loans, the Company gave the right to subscribe 
for 5,142 and 10,286 common shares to Mr. Golffing and Petrotech, Inc. respectively. These notes originally 
matured on March 10, 1970 and in consideration of an extension of the maturity date to October 10, 
1970, the Company issued 36,000 and 72,000 common shares to Mr. Golffing and Petrotech, Inc., respec- 
tively. The value of such shares was fixed by the directors at 20¢ each. 
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Each of the holders agreed to convert his note into common shares of the Company on or before 
October 10, 1970. If prior to that date there is a successful public offering of the Company’s common 
shares the holder must convert at the same price at which such shares are offered to the public. Accordingly, 
if the minimum 150,000 common shares offered by this prospectus are sold to the public these notes will 
be converted into 149,925 common shares, at a price equal to $4 per common share. In the event that 
this public offering is not successful, these notes must be converted prior to October 10, 1970 at the rate 
of 28.571 common shares for each $100 principal amount. Each of the holders of notes payable in U.S. 
dollars has agreed that for conversion purposes such note will be translated into Canadian dollars at the 
rate of exchange prevailing on July 31, 1970 of $1.00 (U.S.) for each $1.0275. 


Principal Capitalized 
Amount of Interest to Rate of Date of 
Name of Holder Indebtedness July 31, 1970 Interest Loan 
Charterhouse Canada Limited....... $ 75,000 $ nil 10% Sept. 2, 1969 
DiC. Campbell. 2: wate se eee 35,000 nil 10% Jan. 1, 1970 
to July 24, 1970 
YT. DE Park yo. (ee ce ee nee 158,704 809 10% June 17, 1970 


to July 22, 1970 

All of the loans listed in the above table were made in consideration of the issue by the Company 

of notes bearing interest at the rate of 10% per annum. As additional consideration for the loan from 

Charterhouse Canada Limited, Charterhouse Group Canada Limited was given the right to subscribe and 

did subscribe for 2,000 common shares in the capital of the Company at the price of 20¢ per share. All the 
above indebtedness will be repaid from the proceeds of this issue. 


Options to Purchase Securities 
On the date hereof the following employee incentive stock options in favor of senior officers were 


outstanding: 
Number of 
Common Shares Option Price Expiry Date 
50,000 $2.50 May 4, 1975 
50,000 $4.00 February 28, 1975 
25,000 $4.00 July 30, 1975 


In addition, 25,000 common shares are under option to Grant Johnston Limited at the price of $4 
per share (See ‘Plan of Distribution” on page 17) and 11,690 common shares have been reserved for 
issue to persons holding options to acquire 40,000 shares of Petrotech. The optionees of Petrotech have 
agreed that, on exercise of their options, 50% of the shares received will be exchanged for common shares 
of the Company at the rate of 1.711 shares of Petrotech for each share of the Company. 


Speculative Nature 
The Company has no earnings record. Future earnings will depend on the success of the exploration 
programmes described herein and their subsequent financing to production. The common shares offered by 
this prospectus may accordingly be considered speculative. 
Principal Shareholders 
The only persons owning 10% or more of the common shares of the Company at the date hereof are: 


Number of 

Common Shares Percentage of Shares 
Type of Before After Before After 
Name of Shareholder Ownership Offering Offering Offering Offering 
J. D. Park Of record 961,746 1,024,246 30.48 26.33 
Beneficially) 886,540 1,056,808 28.09 27.18 
Guazufres Holdings Of record 985,885 1,036,979 S1eQdns 26.66 
Limited Beneficially) 1,002,286 1,104,185 31.76 28.39 
William Connolly Brady Of record 439,050 447,048 13.91 11.49 
Cuernavaca, Mexico.’ Beneficially () 447,268 455,266 14.17 14g7t 


Note (1): These shares are the same shares as those held of record, with additions or subtractions 
for shares held by or for other persons. ; 


Ze 


Guazufres Holdings Limited is a holding company incorporated under the laws of Ontario. Of the 
999,388 outstanding shares in the capital of this company, 479,780 are beneficially owned by Mr. J. D. 
Park, 199,754 are beneficially owned by Argor Explorations Limited, a holding company for Mr. A. W. 
Stollery and his family and 213,228 are beneficially owned by 19 directors, officers or employees of A. E. 
Ames & Co. 

As a group, the directors and senior officers of the Company own, directly or indirectly, 557,044 
common shares of Guazufres Holdings Limited as at the date hereof. Their percentage of the total out- 
standing common shares of the Company, direct and indirect, is equal to 59.14% and 56.36% respectively 
before and after this financing. 


Promoter 


The founder and promoter of the Company is Mr. J. D. Park who is currently its President and a 
Director (see ‘‘Management”’ below). 


Management 
Directors and Officers : 

Name and Address Office Principal Occupation 
inet ne Pe Rte RI ro ee es President & Director................Executive of the Company 
50 The Bridle Path, 

Don Mills, Ontario. 

DONALD COLIN CAMPBELL.........Vice President—Guatemalan.........Executive of the Company 
1469 Foxfield Court, Operations & Director 

Clarkson, Ontario. . 

BRUCE BURT CORDEN Cr. .u:cbsyseoveweacious Vice President—Petroleum..........President, Petrotech, Inc. 
1295 North River Road, & Director 

St. Clair, Michigan. 

NEP EN sO SEP UACCARDNER 4... 0, 5:5, gl DILOCUOL Ber tug ntues- dois celle bey hee ees Vice President, Investment 
10 Woods Way, banking, Shearson, Hammill 
Larchmont, New York. & Co. Incorporated 

PETER CONRAD GOLFFING......... Director ee ee ae es Retired 

4 Horizon Road, 

Fort Lee, New Jersey. 

DONALD Fyre KING. 52 205 39.45 ae Director Instant atl ieteiete 2 erie ee - Investment Dealer 

11 St. Ives Crescent, Grant Johnston Limited 
Toronto, Ontario. 

BERNARD BruUCcE LocKwoop, Q.C...Secretary & Director................Partner of Blake, Cassels 
11 Lytton Boulevard, & Graydon 

Toronto, Ontario. 

KENNETH Gow MuRTON.......... DIrECtORE eel POA A ee See Director, A. E. Ames & Co. 
330 Spadina Road, Limited 

Toronto, Ontario. 

BABU TO INO VOU 8 oh aye mann s oe Directors sae ee ane ae gteies 6 Lawyer 


Paseo De La Reforma, 
Mexico City, Mexico. 
DONALD DESMOND UTTERBACK..... Vice President—Exploration......... Executive of the Company 
2223 Palmer Avenue, 
New Orleans, Louisiana. 
WILE, Ames: Crarey C.A:...menControlled.»)..... . Aes. mentee... os Executive of the Company 
32 Shrewsbury Square, 
Agincourt, Ontario. 

The full Board constitutes 11 members. It is expected that one of the existing vacancies will be filled 
by a nominee of Sumitomo Metal Mining Co., Ltd., who have agreed to nominate a candidate for election 
or appointment to the Board. 
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All of the directors and officers of the Company have held their present positions or other positions 
with the same firms or associated firms for the past five years except: 


Mr. J. D. Park has been Chairman of Resources Engineering of Canada Limited since 1966 and was 
President of Bridge and Tank Company of Canada Limited until 1967. 


Mr. D. C. Campbell was a self-employed consulting engineer before joining Resources in 1966. 


Mr. W. J. Clarry was an accountant with Messrs. Blake, Cassels & Graydon before joining Resources 
in 1970. 


Mr. B. B. Corden was a self-employed consulting petroleum geologist and engineer prior to the forma- 
tion of Petrotech, Inc. in 1969. 


Mr. D. F. King was an associate with Greenshields Inc., prior to 1968. 


Mr. M. J. Gardner was an associate with Bear, Stearns & Co. prior to 1966. 


Mr. P.C. Golffing, before hisretirementin 1967, wasexecutive Vice-Presidentof the Mem Company Inc. 


Dr. D. D. Utterback was a self-employed mineral exploration consultant before joining Resources 
in 1969 and prior to that time was Vice President, Exploration and Development for Freeport Oil Com- 
pany, Division of Freeport Sulphur Company. 


Remuneration 

The aggregate direct remuneration paid or payable by the Company and the subsidiaries to directors 
and senior officers for the fiscal year ended June 30, 1970, was $112,708. For the current fiscal year ending 
June 30, 1971, such aggregate direct remuneration is estimated to be $147,000. Neither the Company nor 
the subsidiaries have any pension or benefit plans. 


Interest of Management and Others in Material Transactions 

On August 14, 1968, Mr. J. D. Park sold to Parghi Mining Corporation Limited (the wholly owned 
Bahamian subsidiary of the Company) his 50% interest in Recursos del Norte Limitada at his cost of 
$25,000 (U.S.). On the same day Mr. Park also sold to the Company his 5% interest in Transmetales 
Limitada at his cost of $250 (U.S.) and his 50% interest in Parghi Mining Corporation Limited at his cost 
of $2;250(U.S.): 

On August 14, 1968 Mr. W. C. Brady sold to the Company his 25% interest in Recursos del Norte 
Limitada at his cost of $12,500 (U.S.), his 244% interest in Transmetales Limitada at his cost of $125(U.S). 
and his 25% interest in Parghi Mining Corporation Limited at his cost of $1,125 (U.S.). 

(Before incorporation of the Company, 90% of the capital of Transmetales Limitada was owned by 
Parghi Mining Corporation Limited. The remaining interests in all three subsidiaries were acquired by 
the Company from a third individual who is not now associated with the Company at his aggregate cost 
of $13,750 (U.S.). The said 90% of Transmetales Limitada was acquired by Parghi Mining Corporation 
Limited as follows: 45% from J. D. Park at his cost of $2,250 (U.S.), 224% from W. C. Brady at his 
cost of $1,125 (U.S.) and 22144% from the said third individual at his cost of $1,125 (U.S.)). 

Mr. B. B. Lockwood, a director and senior officer of the Company and a partner in the firm of Blake, 
Cassels & Graydon, solicitors for the Company, is a shareholder of the Company and of Guazufres 
Holdings Limited. 

Messrs. P. C. Golffing, K. G. Murton and B. B. Corden are shareholders of Petrotech and, upon 
successful completion of this offer, are entitled to receive common shares of the Company in exchange for 
the sale to the Company of 50% of their respective holdings of shares in the capital of Petrotech. The 
number of shares of Petrotech to be sold by each of them to the Company and the number of shares of the 
Company to be issued to each of them is as follows: 


Number of Petrotech Cost of Petrotech Number of.Shares 
Name Shares to be sold Shares to Vendor to be Received 
PEC SOME nds ARABS ee 40,000 Common $ 52,500 (U.S.) 23,378 Common 
KGy Mlurton saved pre ie 30,000 Common $ 35,000 (U.S.) 17,533 Common 
BeBe Gordente rls ee 80,000 Common $ 70,000 (U.S.) 46,756 Common 
POC Going tac or ea 250,000 Preferred $250,000 (U.S.) 27,000 Series A Preference 


24 


On September 20, 1969, Mr. P. C. Golffing furnished to the Government of Guatemala, on behalf 
of the Company, proof of ability to expend up to $1,000,000 (U.S.) on exploration of the six petroleum 
concessions referred to in this prospectus. In consideration of his assistance, the Company agreed to 
make an oil payment of $100,000 (U.S.) to Mr. Golffing out of the net proceeds to Resources from those 
concessions. 


Mr. J. D. Park is the controlling shareholder of Resources Engineering of Canada Limited, which has 
agreed jointly with Kilborn Engineering Limited, to design a concentrator for the Oxec project, as set 
forth on page 9. 

Auditor, Transfer Agent and Registrar 

The auditors of the Company are Arthur Andersen & Co., Box 29, Toronto-Dominion Centre, 

Toronto, Ontario. 


The transfer agent and registrar for the common shares of the Company is National Trust Company, 
Limited, 21 King Street East, Toronto 1, Ontario. 


Escrowed Shares 

2,000,000 common shares are subject to an Escrow Agreement dated August 14, 1970 between the Com- 
pany, certain shareholders and National Trust Company, Limited as Escrow Agent, which provides that 
such 2,000,000 common shares are irrevocably placed in escrow with the Escrow Agent, and will be held 
until released from escrow upon the prior written consent of the Ontario Securities Commission and the 
Quebec Securities Commission. | 
Material Contracts 

In addition to contracts entered into in the normal course of business, Resources has entered into the 
following contracts since August 14, 1968: 


1. the agreement dated March 25, 1969 with Monsanto relating to sulphur exploration referred to on page 
INS} 


2. the agreements dated February 21, 1970 with Mr. Rudi Weissenberg Martinez and Fernandez 
Ginochio y Cia. Limitada assigning to Resources rights in petroleum concessions in consideration of 
production royalties as referred to on page 10; 


the agreement dated May 7, 1970 with Monsanto relating to oil exploration referred to on page 13; 


4, the agreement dated March 23, 1970 with Mr. Leonard L. Limes providing for the oil production pay- 
ment referred to on page 14; 


5. the agreements dated August 14, 1968 with Mr. J. D. Park referred to on page 24 providing 
for the sale to Resources of his interest in Parghi Mining Corporation Limited, Recursos del Norte 
Limitada and Transmetales Limitada; 


6. the agreements dated August 14, 1968 with Mr. W. C. Brady providing for the sale to Resources 
of his interests in Recursos del Norte Limitada, Parghi Mining Corporation Limited and Trans- 
metales Limitada referred to on page 24. 


7. the agreement dated September 20, 1969 with Mr. P. C. Golffing referred to above relating to an 
oil production payment to Mr. Golffing; 


8. the agreements dated as of June 30, 1970 relating to the acquisition of 50% of the outstanding shares 
of Petrotech, Inc. as referred to on page 16; 


9. the agreements providing for the issue of common shares of the Company upon cancellation of 
loans to the Company referred to on page 21; 


10. the agreement dated as of August 14, 1970 with the Agent and National Trust Company, Limited 
relating to the sale of common shares offered by this prospectus and to the disposition of net proceeds 
of the sale of common shares hereby offered as referred to on pages 17 and 20; 


11. the pooling agreement referred to on page 20; 
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12. the agreement dated December 13, 1968 with United Fruit Company providing for the payment 
to that company of advances made by it to Resources as described in Note 3 to the consolidated 
balance sheet of the Company; 


13. the letter of intent dated June 20, 1970 with Sumitomo Metal Mining Co., Ltd. described on 
pages 9 and 10; and 


14. the Agreement dated August 14, 1970 between the Company, certain shareholders and National 
Trust Company, Limited as Escrow Agent referred to on page 25. 


Copies of the foregoing agreements may be examined during normal business hours at the head 
office of the Company during the period of primary distribution of the securities offered by this prospectus 
and for a period of 30 days thereafter. 


Auditors’ Report 
To the Directors of: 
BAsIc RESOURCES INTERNATIONAL LIMITED: = 


We have examined the consolidated balance sheet of Basic Resources International Limited (an 
Ontario corporation and formerly named Guatemala Sulphur and Resources Corporation Limited) and 
subsidiaries as of February 28, 1970 and the consolidated statement of source and use of funds from June 
25, 1968 (date of incorporation) to February 28, 1970. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


As set forth in Note 2, the Company and its subsidiaries have incurred exploration costs in the amount 
of $4,239,087 and the recovery of these costs is dependent upon the future commercial productivity of the 
concessions held. 


In our opinion, subject to the recovery of the costs referred to in the preceding paragraph, the con- 
solidated balance sheet presents fairly the financial position of Basic Resources International Limited and 
its subsidiaries as of February 28, 1970 and the source and use of funds for the period then ended, in 
accordance with generally accepted accounting principles. 


We have also reviewed the entries giving effect to the transactions described in Note 8 of the notes 
to consolidated financial statements. As set forth in Note 8, the pro forma entries are based on the issue 
to the public of 150,000 common shares at the minimum price of $4 per share to aggregate $600,000, 
being the minimum amount required to have an effective issue of common shares. In our opinion, subject 
to the consummation of the proposed transactions, on the basis stated, such entries have been properly 
applied to the historical consolidated balance sheet of Basic Resources International Limited and its 
subsidiaries as of February 28, 1970, to reflect those transactions. 


(Signed) ARTHUR ANDERSEN & Co. 
April 25, 1970 Chartered Accountants 


(except for subsequent events 
referred to in Notes 5, 7 and 8) 
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Basic Resources International Limited 


and Subsidiaries 


Consolidated Balance Sheet February 28, 1970 


Assets 


CURRENT ASSETS: 


Accounts receivable— 


Eu Vances tO emploveess te 7 A ee, eno. Oe le Poe 
NER Ahan eevee SEL aha SR ag Ata siae aeerebeil os alae 


Oprice AND SUNDRY HQUIPMENT,-at cost... 00 0927. ee 
PRESS co ACCUTIUIA Led CepreChetl OMc- ci sions is ecunrs aracc sierelameE EW aniln oh 


OSE Dy LER ay SE RA ABER IE tad Sect fori Le RR et: 9 ea 
0 CINVESTMENT IN’ PETROTECH PING? P20. ST PER a es 
50% INVESTMENT IN AZUFRES VERAPAZ LIMITADA, at cost........... 


UNRECOVERED EXPLORATION Costs (Note 2): 


Ditect-conmpany Operations off) PA Ra Lye es ROSE Oe eS 
OMe wen ure CON IDITUION. <0... cha aps CORR CE Oe STO oo abies vs 


CURRENT LIABILITIES: Liabilities 
Notes payable— 


Shareholderss. hes Ea VE Be ee ee ee 


Accounts payable and accrued liabilities— 


Sharehold ers sis a evel ute tae ee ak fos bk cs ee nee tee 


DEFERRED LIABILITIES (Note 3): 


Shareholder and associated companies advances............. 
OTE Gdvances Fe i ee Se SIT IS SR ER PR ends, «ered eae aes Bote 


SRP ERRED CREDIT (NOtC(4).' i250 oa “th seh cee ome hae Peete eee nee 
ERPIPAL STOCK s (NOE Oia eck Seka maw 7h wicnoriate oho Rene hates Ren 


DoseRIBUTED, SURPLUS, (NOt 4). oi) ooo Skis, odin dale a, gli uel ates 


CONTINGENCIES (Note 6) 


Approved on behalf of the Board: 


(Signed) K. G. Murron, Director 


2h 


Historical 


$ 39,383 


1,607 
12,014 


$ 53,004 


se 


61,662 
8399 


53,303 
3,240 


$ 
$ 
$ 
$ 


1,080 


$3,590,807 
648,280 


$4,239,087 


$4,349,714 


$ 759,000 
127,924 


68,356 
276,800 
406,741 


$1,638,821 


$ 707,838 
318,600 


$1,026,438 
$ 621,000 
$ 442,455 
$ 621,000 


$4,349,714 


The accompanying notes are an integral part of this balance sheet. 


(Signed) JoHN D. Park, Director 


Pro-Forma 
(Note 8) 


$ 838,651 


1,607 
12,014 
$ 852,272 
$ 61,662 
8,359 
$ 53,303 
3,240 
862,168 
1,080 


PH |B |e 


$3,682,862 
648,280 
$4,331,142 


$6,103,205 


ee. 
127,924 


54,920 
276,800 
406,741 


$ 866,385 


ee 
318,600 
$ 318,600 


$ 621,000 
$3,676,220 
$ 621,000 


$6,103,205 


Basic Resources International Limited 
and Subsidiaries 
Consolidated Statement of Source and Use of Funds 
For the Period from June 25, 1968 
(Date of Incorporation) to February 28, 1970 


SOURCE OF FUNDs: 


Sale of capitakstock.. «sp. ou 5 e626 0k ase eee $ 431,205 
Bank loaned! 7S208s Tia’. 56... Lk Aa a ee 108,000 
Shareholderssand: associated) companies... s.\aanvas Sy ees Oe ee eee 1,427,339 
Monsanto subsidiary (Note 4) 2.6: ccd. ms. 2 erescietoteie uae one ee eee 1,242,000 
United Fruit,Company (Note 3(b)) 7, 2 Soe ere ee ee eee 318,600 
Other a scsi lees ic ak ae, AS PE ee ae en 289,924 

$3,817,068 


UsE oF FuNDs: 


Repayment of: 


Banke loatt: os 8 ..5.c iu fk fs hte oes oe ee $ 108,000 
Advanées from others. «0.0. 002 80a AL en we a ee 162,000 
Investmentiim, Azufres. Verapaz Limitada.. 2... <5.) ae ee ee eee 1,080 
Land; Office and Sandry Equipment. 2G. 34225 a2 ae ee ee ee ee 64,902 
Accounts receivable Be soc os ccorectcnce.nchsmahopchedowsianor Vso tae Nese Meno Tae at aa 13,621 
Unreeovered exploration costs... .. ¢.c.0s=+ se «2 os «ou «ciel epee nee eee eee 3,428,082 
3,777,685 

CasH BALANCE, February 28, 1970........... 6, 6 b-gisusn chucgs Vale chee eae a oe ae ee $ 39,383 
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Basic Resources International Limited 
and Subsidiaries 


Notes to Consolidated Financial Statements 
as of February 28, 1970 


BASIs OF CONSOLIDATION AND RELATED INFORMATION 
The accompanying consolidated financial statements include the accounts of Basic Resources International Limited 
(‘‘Company’’) and the accounts of its subsidiary companies, including transactions prior to acquisition. All subsidiary companies 
are effectively wholly-owned by the Company as follows: 
(a) Parghi Mining Corporation Limited (“Parghi’’)— 

The Company owns all of the issued and outstanding stock of Parghi. 
(b) Transmetales Limitada (‘‘Transmetales’’)— 

The Company owns 10% and Parghi owns 90% of the capital of Transmetales. 


(c) Recursos del Norte Limitada (‘‘Recursos’’)— 

The Company owns 50% and Parghi owns 50% of the capital of Recursos. 
The accounts of the Company and Parghi are maintained in U.S. dollars. The accounts of Transmetales and Recursos are 
maintained in Guatemalan currency (Quetzal). The Quetzal has been at par with the U.S. dollar since 1924. In the accompany- 
ing consolidated financial statements, the Quetzal and U.S. dollar have been translated into Canadian dollars on the basis 
that each Quetzal or U.S. dollar is equal to $1.08 Canadian, except for the pro-forma transactions referred to in Note 8. 


. UNRECOVERED EXPLORATION Costs 


The Company and its Subsidiaries are deferring all costs, including financing, administrative, organizational and promotional 
expenses. Unrecovered exploration costs are summarized by the Company as follows: 


Yor: gM PPE EA. cot Peet bw tai WAC curs ilo pa seats! Alaa eR eR MALE RI | oa oy: $ 27,108 
Badidebts:. 5.025 Geos teege ee o eee e ee e e,  T ene ee ern oe ee rer erences 78,441 
Camp: construction,and Operations tak. -5 ciety te cee ae ee: ee RT eels a Cheeta eaters eteters 325,028 
Gonsulting, serwices 54 scat k be OER: Cention: Sou oh eet he isso on ccise own Ce Raiat i eerie 385,255 
Dt | Uh gee is aeaenirar tin ciee eee e RR EnT AICI, Att eee eRe | A teen eh ee ory MM aA nics Dkirn oloTeANS Gisoocrd S -, 540;532 
Explofation machinery andtequipment .2: <5 <4... Ne 15 <i-ioe a aeclecinqoeis ep oeuuerese ea cree a ie eee 162,833 
Fitancial: arid interest: Srjcrsrcts-cicas evecare coyercuwvs ies varitte ctoPeae rca Nae alg unos Tea ARTI SIRES es Ia eet eee re 169,849 
Insurance, bonds, Fetes ores cdso chiers aes bpnsa. carota atatls sce apaR Vere Stoke el ol seatever a ares aleve Rae oe RTC EES See eee 26,633 
UP sso: 0 (6 ie (6 |) Me ee ee ee ARR Gin ein Won ao vanGnices ciscocs mee mu God 254,808 
Licensés, fees; taxes, per rrtts’s v5.) cote ks iilss cre oe as STN eT SEE ES EET Ces a cae eRe 94,318 
Organization expenseiiRs wees foouvccic tense sas ale soasreolare dio nals ATER gee a ee ener eee 11,223 
Promotional: Expense mse ree a cuss, wre cosponsy Ss cyclen pel sue So oo eco Nee on ae 70,821 
Rentals (buildings; equipment, machinery) >. .c0 0+ «een cieeatsies Sea eC ie eee eee ree 97,913 
‘Transportation and! travel gece, cs ars ache wrote acre ere yore ai careelie er RSTO re Ce et ea ae 338,246 
Wages:and salaries. 2,. o:F meade gisiene cue whe boa-e-areiel Sinyoie tia a ennesiee Gish eon Oe eee ne ie ne eee Tone te 806,782 
Otherness cine PL ee eee tT a ROE AAG nC C cons can HOO Oba Te Lone eas 201,017 
Direct: Company. Operations ya: circ ce «these oo ict e aver ero one rare Sauaeoae Rent one oncr one eecese hte eer rer enters 3,590,807 
Contributions toyjointaventure.da nc ack. Potente ole ana. 2» @ 0s ERE eee ie oe es ee ieee 648,280 

i Ko) +) apart eerie ae ns Me Ne ee Nan aan iat rb is wogibins uoMos oS omtot c Nesveneteee areas $4,239,087 


The companies are presently allocating their expenditures by concession, where applicable, although a complete allocation 
of expenditures incurred will not be made until the commercial productivity of each concession can be determined. 


As of February 28, 1970, the Company and its Subsidiaries were the holders or beneficial holders of the mineral concessions 
known as Azufres de El Peten, El Tigre, Oxec, Marichaj and Transvaal. Also, the concession known as Azufres de Guatemala 
was owned by Azufres Verapaz Limitada, which was owned jointly by the Company and a subsidiary of the Monsanto Company 
(further referred to in Note 4). Under a contract, dated February 21, 1970, the Company and its Subsidiaries obtained the rights 
to explore and exploit six petroleum concessions, taking all production in return for a royalty of 2%. 


DEFERRED LIABILITIES 
Deferred liabilities consist of the following items: 


(a) Loans from shareholders and associated companies (all of whom were former partners in Recursos and Transmetales) 
include interest at 7% per annum to February 28, 1970. It is the intention of the parties involved to convert these loans 
(together with interest at 7% per annum, to the date of conversion) into common shares of the Company. 

(b) Other advances (United Fruit Company) are repayable out of 50% of future proceeds received by the Company and/or 
its Subsidiaries from certain named concessions owned or in the process of being acquired as at December 13, 1968. 
These advances have no repayment dates and are not repayable if no proceeds are received from these concessions. 


DEFERRED CREDIT 

Under an agreement dated March 25, 1969, a subsidiary of the Monsanto Company (‘‘Monsanto’’) agreed to and has advanced 

sums aggregating $1,242,000 ($1,150,000 U.S.) to the Company for exploration purposes. By the terms of this agreement 50% 

of such advances are not recoverable by Monsanto and accordingly $621,000 of the aforementioned advances was credited to 

contributed surplus, pending allocation of expenditures as referred to in Note 2. The balance of $621,000 will be recoverable 

by Monsanto out of profits, if any, from future operations of the concession known as Azufres de Guatemala. 

This concession is owned directly by Azufres Verapaz Limitada, a company owned 50% by each of the Company and 

Monsanto. The three companies, by contract dated September 15, 1969, agreed to develop the concession and to participate 

in the proceeds derived from the production and sale of minerals. By this contract, Monsanto and the Company agreed to 

develop the concession and share equally the costs connected therewith. 

In order to effect a proper presentation of future operations, the balance of $621,000 (to be recovered by Monsanto out of future 

profits of the concession) has been recorded as a deferred credit in the accompanying consolidated balance sheet, and will be 

reflected in future operations, after appropriate amortization of related costs, in one of three methods summarized below: 

(1) If sufficient proceeds are distributed to enable Monsanto to recover the full amount of the 50% so advanced, the Company 
will transfer the deferred credit to income in annual amounts equal to the annual recovery of advances by Monsanto. 

(2) If sufficient proceeds are not distributed to enable Monsanto to recover the full amount of the 50% so advanced at the 
time of cessation of operations, any balance remaining as a deferred credit will be offset against unamortized costs of the 
operation at the time of cessation of operations. 

(3) If the operations of Azufres Verapaz Limitada do not provide for the distribution of any proceeds and the operation is 
abandoned, the deferred credit will be offset against any losses incurred by the Company on such abandonment. 

Monsanto waives recovery of any portion of the amounts so advanced under the agreement and any liability of the Company 

to Monsanto ceases if: 

(a) minerals in commercial quantities are not discovered and the concession is abandoned, or 

(b) Monsanto cancels its participation in the exploration program before minerals in commercial quantities are discovered. 


. CAPITAL STOCK 


The capital stock of the Company authorized, issued and optioned is summarized as follows: 
(A) The authorized capital stock of the Company as of February 28, 1970 was— 


5,000,000 Common shares without par value (pro-forma 10,000,000 shares) 
500,000 Non-cumulative redeemable preference shares with a par value of $10 each, issuable in series 


(B) The issued capital stock of the Company is: Historical Pro-forma 
e Number of Number of 
Shares Value Shares Value 
Common Shares 

HOTLC AGH VARTA Ra Nora rr ieee SUM cin cer ners cpevem reat 1,478,464 $431,205 2,956,928 $ 431,205 
HOLISEE VICES TRENGEKEC in oral ier tate ee enero crete 28,000 11,250 56,000 11,250 
for cash (Notes 7(B) (i) and 7(G) @)).. 2... ee — — 184,723 606,945 
for services rendered (Note 7(C))..............-- — — 108,000 21,600 
for conversion of debt (Note 7(G)(iii))............ — — 435,763 1,743,052 

for acquisition of 50% of common shares of Petro- 
tech, ine. (Note! (Ee) sepia cio mcinee ines — — 148,042 592,168 
1,506,464 $442,455 3,889,456 $3,406,220 


Preference Shares-Series A 
for acquisition of 50% of preferred shares of Petro- 
techy [nem (Note :7(E3)) choir vias cpuetacisoaclees 27,000 270,000 


$442,455 $3,676,220 


(C) As of February 28, 1970, there was an outstanding option to an officer of the Company to purchase 25,000 common shares 
(50,000 common shares as constituted on May 2, 1970) without par value of the Company at the same price per share as 
the issue price of the shares in any future public financing. This option was granted on September 6, 1969 and expires on 
February 28, 1975. (See also Notes 7(D), 7(F) and 7(G) (ii)). 


CONTINGENCIES 

The Company is contingently liable as follows: 

(A) An oil payment of $250,000 (U-.S.), less applicable royalties, out of 25% of the net proceeds received by the Company or 
its Subsidiaries from the production of petroleum under the agreement referred to in Note 7(E). This oil payment is 
payable to a broker who is a shareholder of the Company, as a finder’s fee under an agreement dated March 23, 1970 
referred to on page 14. 

(B) An oil payment of $100,000 (U.S.) out of the net proceeds received by the Company or its Subsidiaries from the six 
petroleum concessions referred to in Note 2. This oil payment is payable to Mr. Peter C. Golffing, a director of the Company, 
under an agreement dated September 20, 1969 referred to on page 25. 
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7. EVENTS SUBSEQUENT TO FEBRUARY 28, 1970 


(A) Supplementary letters patent, dated May 1, 1970, and August 7, 1970 were granted: 
(i) changing the name of the Company from Guatemala Sulphur and Resource Corporation Limited to Basic Resources 
International Limited; 
(ii) subdividing the 1,506,464 issued and 3,493,536 unissued common shares without par value into 3,012,928 issued and 
6,987,072 unissued common shares without par value; and 
(iii) designating 27,000 of the Preference Shares as 6% non-cumulative convertible preference shares, Series A, redeemable 
at $10.60 per share. The par value of those preference shares is convertible into common shares at the price of $3.75 
per share. 

(B) Receipt of additional funds in the amount of $553,800 from shareholders evidenced by: 

(i) the sale of $553,800 promissory notes of the Company for a cash consideration of $546,855; and 
(ii) the issue of 34,723 subdivided common shares of the Company for a cash consideration of $6,945. 

(C) Issuance of 108,000 subdivided common shares without par value of the Company in consideration for the extension of the 
maturity on certain shareholders’ promissory notes and their agreement to convert such notes, under certain conditions, 
into common shares without par value of the Company. The directors have deemed that the fair equivalent of the fore- 
going transaction with shareholders is $21,600. 

(D) The directors have granted to officers of the Company, options to acquire common shares without par value of the Company 
as follows: 

(i) 50,000 shares at the option price of $2.50 per share (granted on April 28, 1970 and expiring on May 4, 1975) and 
(ii) 25,000 shares at the option price of $4.00 per share (granted on July 30, 1970 and expiring on July 30, 1975). 

(E) On May 7, 1970, subsidiaries of Monsanto Company (‘‘Monsanto’’) and the Company’s subsidiaries entered into an agree- 

ment whereby Monsanto could earn a 50% interest in certain of the acreage covered by the Company’s right to explore 

and exploit six petroleum concessions, as referred to in Note 2, by: 

(i) payment by Monsanto of $108,000 ($100,000 U.S.) on signing; 

(ii) carrying out a minimum exploration program as described on page 13, at the sole expense of Monsanto; and ~ 

(iii) proving a petroleum reserve of not less than 50,000,000 barrels of recoverable petroleum or hydrocarbon equivalent, 
as described on page 13, at the sole expense of Monsanto. 

The Company agreed as of June 30, 1970 to acquire ae of the presently outstanding shares of Petrotech, Inc. (a private 

company incorporated in the State of Delaware, U.S.A., and a shareholder of the Company) in exchange for 148,042 

subdivided common shares and 27,000 preference shares, Series A of the Company. In addition, the Company has agreed 

with persons associated with Petrotech Inc. to acquire from them, (on the same basis of exchange) on the exercise of 
options held on common shares of Petrotech, Inc., 50% of such shares up to a maximum of 20,000 shares. If fully exercised 
this would require the issue by the Company of a further 11,690 common shares. The Company’ s offer is subject to the 

Company making an issue of its common shares to the public. 

Pursuant to an agreement dated August 14, 1970, between the Company and a registered securities dealer (“Agent’’), 

the Company will offer for sale a total of 735, 763 unissued common shares pihost par value through the Agent acting 

on a “best efforts” basis. Under the terms of the said agreement: 

(i) 150,000 common shares will be offered to the public at a price of $4.00 per share for the period of 90 days following 
the issuance by the Ontario Securities Commission of a final receipt for this prospectus. All subscription monies will 
be held in trust for payment to the Company if all of these shares are subscribed for, and for return to the subscribers 
if the issue is not so subscribed; 

(ii) the Agent will be paid commissions aggregating $50,000 in respect of the sale of the shares referred to in (i) above and 
will be granted an option to purchase 25,000 common shares of the Company at $4.00 per share; and 

(iii) 435,763 common shares have been subscribed for by the holders of $1,743,052 principal amount of indebtedness of 
the Company ($405,828 of which was incurred subsequent to February 28, 1970) in full satisfaction of such indebted- 
ness to the Company. These subscriptions and the relative cancellation of indebtedness will not become effective 
unless the Company receives subscriptions for all of the shares referred to in (i) above. 

Subject to the Company receiving subscriptions for the 150,000 shares referred to in paragraph (G) (i) above, the 

Company will: 

(i) offer, through the Agent an additional 150,000 common shares without par value at the market price prevailing 
from time to time, but not less than $4.00 per share, following receipt by the Company of the said minimum subscrip- 
tion; and 

(ii) pay a commission to the Agent on the sale of these common shares at the rate of 5% of the selling price of such 
shares. 


8. Pro ForMA TRANSACTIONS 
The pro forma consolidated balance sheet gives effect, as at February 28, 1970, to the following transactions: 
(a) The subdivision of the common shares referred to in Note 7(A) (ii); 
(b) The receipt of additional funds and issuance of 34,723 common shares, as outlined in Note 7(B); 
(c) The issue of 108,000 common shares as outlined in Note 7(C); 
(d) The issue of 585,763 common shares without par value as set forth in an agreement dated August 14, 1970 between the 
Company and Agent as outlined in Note 7(G) as follows: 
(i) 150,000 common shares to the public at a minimum of $4.00 per share. 
(ii) 435,763 common shares upon the cancellation of $1,743,052 principal amount of indebtedness of the Company 
Sapee of promissory notes and $26,028 for capitalized interest on deferred liabilities subsequent to February 
(e) The payment of the Agent’s commission of $50,000 and other expenses incurred in the issue, estimated at $35,000, in- 
cluded under ‘‘Unrecovered Exploration Costs’’; 
(f) $269,528 to retire the balance of outstanding shareholders’ accounts; 
(g) Issue of 148,042 common shares and 27,000 preference shares Series A of the Company in exchange for 50% of the outstand- 
ing shares of Petrotech, Inc. as outlined in Note 7 (F). 
(h) A credit of $47, ale resulting from the translation into Canadian dollars at the rate in effect on July 31, 1970 ($1.00 U.S. 


=$1.0275 Can.) of certain indebtedness incurred in U.S. dollars has been applied against the item ‘‘Unrecovered 
Exploration Costs”’. 
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Accountants’ Report 


Board of Directors 
Petrotech, Inc. 

1295 North River Road 
St. Clair, Michigan 48079 


We have examined the balance sheet of Petrotech, Inc., as of May 31, 1970 and the related statement 
of income and expenses for the period from the date of incorporation (November 6, 1969) to May 31, 1970. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly in- 
cluded such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 


A major portion of the assets reflected on the balance sheet as of May 31, 1970 were acquired during 
the period from November 6, 1969 to January 13, 1970 in exchange for capital stock of the corporation. The 
values of the assets so transferred were assigned by the Board of Directors, as detailed in Note A to the 
balance sheet. It was impracticable for us to independently verify the market values of those assets, either 
as of the date transferred to the corporation or as of May 31, 1970, and accordingly, we do not express an 
opinion as to their respective values so assigned by the Board of Directors. 


In our opinion, with the exception stated in the preceding paragraph, the accompanying balance sheet 
and statement of income and expenses present fairly the financial position of Petrotech, Inc. as of May 31, 
1970 and the results of its operations for the period from November 6, 1969 to May 31, 1970, in conformity 
with generally accepted accounting principles. 


(Signed) JANZ & KNIGHT 


Certified Public Accountants 


Birmingham, Michigan 
June 23, 1970 
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Petrotech, Inc. 
(a Delaware corporation) 


Balance Sheet—May 31, 1970 
(Stated in U.S. Dollars) 


Assets 
CURRENT ASSETS: 


Cash in banks: 
MichiganpNational Bask cn + ccsagrotimwenasoias cma eter eee 
Bank: of, Nowa Scotia «:. 40 2e<.pstecdupenenc ee ee eee 
Commercial Sayvings'Bankiof St.C@lair: ee eee 
Accounts receivable: 


Officer and: employees. . (2k. of ida aod Gee a eee 
Prepaid expenses: 

Organization: costse: ....yrd Gl. Beh wed eab eels eee 

Insurance sins 2k ugh. Ree i ite ale ee 


(Note, Bi. .0tie-csicvnad bis erteamirarem care ad ee ie eee on eee te 


OTHER INVESTMENTS: 
Working interest—REDCO—(Note A)...........0.....00 00 ecu 
Working interest—SECO—(Note A)... ....... 0.0.00 00 cece eee 
Joint Venture—CEPCO, at cost—(Note C)..........0.0 065.0005 
Lease acquisition COStS. 5.5... hse: suas een ie eee ee eee 
PROPERTY AND EQUIPMENT—(Note A): 
Drilling é€quipiients. 02. ee ee ee ee 
Field equipment: «.cesescehdwh cae As pe ae eee eee 
Office equipment? .05.4.5.5 72 Se, Ree ae ae eee ae Bees 
Geological Dray y eters tee rs eT ree a ete ene ae eae ee 


Less: Allowance for depreciation: . yx. 2; ast he ee eee 


Liabilities 
CURRENT LIABILITIES: 
Accounts payable—-trade.5- 5) cee 5 nee eee en ee 
Employee. withholding taxes, payawlene oo) canoe eee eee 
Accrued payroll taxes e020 505 once ae ree ae ee ee 
Capital 


CAPITAL STOCK—PAR VALUE .O1c PER SHARE: 


Common—authorized 1,000,000 shares, issued and outstanding 
50 6/600KSh ares [are uke ewe wae ne ibaa at e ee e eey k 


Preferred—authorized, issued and outstanding 500,000 shares...... 
Capital surplus—GNote UA) ona ta) oe re eee ee ee ee 


(Deficit) —Net loss for period from date of incorporation to May 31, 1970, 
statement amMeked igi cisecs cine! SiG eral alice SR ee ae ee 


Reference is made to the annexed Notes to Balance Sheet 


Approved on behalf of the Board: 


(Signed) K. G. Murton, Director 


of 


$ 24,763.00 
10,277.54 


1,949.63 


$ 6,389.68 


356.80 


$.. 7,197.35 


1,149.29 


$442,490.00 
25,000.00 


10,000.00 


$126,440.49 
4,842.71 
3,461.43 
5,666.67 


$140,411.30 
16,685.73 


$ 5,066.00 


5,000.00 


$ 36,990.17 
6,746.48 


8,346.64 


200,000.00 
81,000.00 


$ 333,083.29 


477,490.00 
104,121.78 


123, (23200 


$1,038,420.64 


$ 13,356.83 
2,371.06 
89.64 


$ 15,817.53 


10,066.00 
1,086,586.28 


(74,049.17) 
$1,038,420.64 


(Signed) B. B. CorpEn, Director 


Petrotech, Inc. 


Notes to Balance Sheet 
May 31, 1970 


NOTE A—Petrotech, was incorporated on November 6, 1969. Assets transferred to the corporation from November 6, 1969 to 
January 13, 1970 were as follows: 


Assets 
itor shee 
values : 
assigned by ies oo eae 
Board of eel aot ae ce ed MER Capital 
Name Description Directors) Preferred Common Surplus 
Transferred to Corporation for preferred stock 
Peter’C. Golffing. ....)...... Cashin eae eer nee es Ri ee aet $ 419,000.00 
Note receivable from John D. Park, President, 
Basic Resources International Limited, due 
April 29, 1970, and assigned without recourse 
by Peter C. Golffing to Petrotech, Inc. (and 
2,000 common shares of Basic Resources 
Intesnational Wimited)\i... oe eee eee 81,000.00 
Sub-totals¥ acca. setae set ena cate $ 500,000.00 $5,000.00 
Transferred to Corporation for common stock: 
Peter. G; Golfing. <0... 656 + 7.50% working interest in REDCO*....... 105,000.00 $ 800.00 
Bruce B. Corden............ 10.00% working interest in REDCO*...... 140,000.00 1,600.00 
Kenneth G. Murton......... 5.00% working interest in REDCO*....... 70,000.00 600.00 
Guyiss Garber, Jit.ngsccse +s » 3.75% working interest in REDCO*....... 35,000.00 200.00 
Guy’ S: Garber, Jr.ro.s> ..4-5 3.75% working interest in REDCO*....... 17,490.00 106.00 
Walter L. Harvey........... 9.00% working interest in REDCO* 
22.50% working interest in SECO**....... 100,000.00 1,000.00 
Wayne Sutherland.......... Core bits, core barrels, trailers and equipment 19,262.28 100.00 
Wendell A. Miles.......... Cas hie Pete Sure ee a I ee re a ae 1,650.00 10.00 
Veryl N. Meyers...........-. Cashier... eats te ete oot ee ecto 8,250.00 50.00 
Calvert Eastern Drilling Co.. HB30SC drilling rig with complete equipment 
for, operating: Tigsceme-.: cise donne n ee 100,000.00 600.00 
otal! capitalization® aes eee $1,096,652.28 $5,000.00 $5,066.00 $1,086,586.28 


*REDCO—Reef Exploration and Development Company, a Michigan co-partnership with interests in the Leonard Gas Field and 
Tiger field (Michigan). 


**SECO—St. Clair Exploration Company, a Florida Limited partnership with interests in the Leonard Gas Field (Michigan). 


NOTE B—The corporation advanced the sum of $200,000.00 on December 10, 1969 to Basic Resources International Limited, 
receiving a demand note bearing interest at the rate of 10% per annum. On May 4, 1970 this note was exchanged for a new note 
maturing October 10, 1970. As partial consideration for this loan the corporation received 82,286 common shares of Basic Re- 
sources International Limited. The conditions to the note provide that in the event of a public issue of common shares of Basic 
Resources International Limited prior to maturity, the note is to be exchanged for common shares at the issue price, and further 
that if no public issue takes place prior to maturity, the note may be repaid by the issue of 61,714 common shares by Basic Re- 
sources International Limited to the corporation. 


NOTE C—The corporation entered into a joint venture agreement on November 11, 1969 with CEPCO Drilling Limited, an 
Ontario corporation, providing for the business of drilling of wells on a contract basis within the Province of Ontario, Canada. 
The agreement provides for an initial capital contribution of $10,000.00 each and an equal sharing of costs and net profits and 
losses, with a semi-annual accounting of same by CEPCO. The net profits of the venture to May 31, 1970 have been estimated by 
CEPCO management at slightly less than $50,000.00. Petrotech’s fifty percent share of the foregoing profits have not been 
reflected on Petrotech’s financial statements as of May 31, 1970, pending completion of audit by CEPCO’s independent auditors of 
their books of account for the year ended May 31, 1970. 


NOTE D—According to management, the corporation entered into an option agreement subsequent to May 31, 1970 with Michigan 
Consolidated Gas Company for the purchase of Petrotech’s interest in the Leonard Gas Field (through REDCO and SECO) for 
the amount of $262,483.00 payable over a period of five years commencing December 15, 1970. 
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Petrotech, Inc. 


Statement of Income and Expenses 
(Stated in U.S. Dollars) 


From date of incorporation (November 6, 1969) 
to May 31, 1970 


INCOME: 
Geologydees* taoehaithatts 2 APOE & Seeger toe eee $ 9,555.13 
Coring-fees'(A-1 Diamond ‘Coren wision) a... «20. bce w buen 11,149.55 
OiPincOmerer nr. Meee. Soe mee acces rE Gl oe er 4,781.52 $ 25,486.20 
Costs AND EXPENSES: 
Salaries and wages. 2... A..0 00% o). ss: GEG er, ROSE ee ees $30,187.04 
Intangible drilling and development costs...............+2.0.05- 10,584.09 
Depreciation ii docn5 uti. cnceentgeivime Gaon Siteegee at eae akon eee 16,685.73 
Legal andaudit:\ 26 exits < Seen Stk oe nico es ee 9,379.09 
Lease: réntalse oe She ee eee ee ee ee ee eee 7,823.68 
Géneralataxese’.) “i Sie 22 ee eee ee <i 2 ee eee ees 6,216.47 
Travel expense. ......¢5 cb eee dee to oakland ee, Ree eee 5,592.15 
Titian Ce ies. 3 ufc aegeas ee cues kG Oe OS ee eee 4,777.98 
Outside: services 22a Ss aid spepaunen: 0 eves Sad ee ie 3,543.30 
Telephonesn oaOu 2.0. cs patie ee ©» Ce oct eee ee ee 2,496.85 
Payroll Waxesit 3 Ne os isa ore oan ee ees ee 2,082.46 
Operating "expenses. . cc Sree ss vs Gee Ra eae ee 2 ee 1,867.29 
Office supplies). 02 3..6. <2 SRR oe ee oe a eee 1,639.57 
Rent: and wittletiesS Wn48 . 82.5000 Eo). jae nn, ee ae 1,336.10 
AAV OREISING oo dice cons anata aig ate ad baceae ea a ee a ae ee 236.00 
Contributions... enc B ahaa oe oes ee eee 10.00 
Equipiierntsrental om:cn dt. gh Ae ais Se ie 72.80 
Dues. and, subscriptions sng) 5 icher ett npn ee ee 875.67 
Organization:costs—amortization: 2eh. ae. sae ee a eee ee 655.00 
Miseellanéouss: \. ... stern tae ee ee ee ee Reet ere eae 295.93 106,357.20 
Operating .loss. :a:iye8iba cca ork See ed Od Ra Ran oe $(80,871.00) 
OTHER INCOME: 
Interest, anconenties aban eal Pees, gu ei elen-a nk Hire Wen thal ans $11,313.76 
Miscellaneous 2h oe, Oa PRE Be Te ge eoy Bp ENV 11) Be ere ee 960.73 12,274.49 
$(68,596.51) 
OTHER EXPENSE: 
Interest: EX DENSe: aioe cece ein ote ce cae Res Oe ns a ea $ 3,375.00 
Lossiom,salesoigasset sic, cin eer h te ches a etre ee 2,077.66 5,452.66 
Net loss without deduction for depletion.................... $(74,049.17) 
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Dated August 27, 1970. 
Certificate of the Company 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities 
offered by this prospectus as required by Part VII of The Securities Act, 1968 (Manitoba) and the regula- 
tions thereunder, by Part VII of The Securities Act, 1966 (Ontario) and the regulations thereunder, and 
under the Securities Act (Quebec). 


(Signed) Joon D. Park (Signed) W. J. CLARRY 
Chief Executive Officer Chief Financial Officer 


On behalf of the Board of Directors, by 


(Signed) D. C. CAMPBELL (Signed) B. B. CorDEN 
Director Director 
Directors 
Joun Davip PARK DONALD COLIN CAMPBELL BruCcE BuRT CORDEN 
MELVIN JOSEPH GARDNER PETER CONRAD GOLFFING DONALD FYFE KING 

BERNARD BrucE LocKwoopD KENNETH Gow MurRTON BENITO NOYOLA 


By his signature affixed below, the undersigned has signed this prospectus personally and, pursuant 
to powers of attorney duly executed, has signed this prospectus on behalf of all other directors of the 


Company listed above. 
(Signed) B. B. Lockwoop 


Promoter 


(Signed) JoHN D. PARK 


Certificate of Agent 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by this prospectus as required by Part VII 
of The Securities Act, 1968 (Manitoba) and the regulations thereunder, by Part VII of The Securities Act, 
1966 (Ontario) and the regulations thereunder, and under the Securities Act (Quebec). 


GRANT JOHNSTON LIMITED 


by: (Signed) A. K. HARVIE 


The following are the names of all persons having an interest, directly or indirectly, to the value 
of not less than 5% in the capital of Grant Johnston Limited: Paul McDonald, Paul E. Michelin, Pierre 
E. Dubuc, John Sauve and Donald F. King. 
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